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WANTED—A MILITARY POLICY 


BY DAVID LAWRENCE 


i AMERICAN PEOPLE have been surprised at the set- 
backs in Korea—surprised at our lack of prepara- 
tion. They have been, moreover, surprised at the seem- 
ing unawareness of our top planners or policy makers 
that the Pacific Ocean could be a trouble area where 
a sizable fleet in being should be stationed, together 
with Marines ready for instant action. 

We may go farther and say that everyone through- 
out the world who has really studied military and na- 
val history is likewise surprised. For the lessons of his- 
tory have taught that it is not only necessary to have 
a mobile force in being but to have it stationed close 
to the area where hostilities may break out. 

Back in 1887, Alfred Thayer Mahan of the U.S. 
Navy—a great prophet—started lecturing and writing 
on naval strategy and the influence of sea power. He 
was for years unappreciated in his own country but 
later was accepted in all countries as the foremost au- 
thority on world strategy. His books and lectures of a 
half-century ago read today as if they were written 
yesterday. 

One principle that Mahan taught is that, to un- 
derstand naval strategy, it is vital to study land 
strategy, and that, to understand military policy, it 
is essential to examine political policy. Significant, 
for example, is this passage from a 1909 lecture: 


"In the Seven Year’s war the strength of the 
British action lay in the fact that one great man, the 
elder Pitt, controlled the naval, military and diplo- 
matic factors. The several conditions were thus 
weighed, and were harmonized into a common action, 
to which all contributed their utmost influence in mu- 
tual support. The desirability of the result must fix our 
eyes upon the fact that in our country it will never be 
attained through one man, but only by the cooperation 
of several. Those several will be statesmen, military 
men, and naval men; and, in order that their coopera- 
tion may be adequate, each must understand the con- 
ditions by which the others are controlled .. . 

“The often failure of conjoint military and naval op- 
erations has been due less to mean jealousy than to 
lack of such mutual understandings; and for a due 
grasp of preparation for war, and for planning war, 
military men of both services need to be imbued with 
knowledge of international relations.” 

We thought in America that by establishing a Na- 
tional Security Council we were reaching for just such 
a unification of planning. We thought in setting up a 
Defense Department we were unifying the operations 


of the three armed services. But the Security Council 
has existed mostly on paper, being composed of offi- 
cials preoccupied with other tasks. They rarely met. 
The Defense Department disregarded the lessons of 
history and the international factors that make it de- 
sirable to have a navy in being and an army in being, 
as well as an air force in being. 

For the United States today has no fleet. This is the 
first time since the republic was founded that we have 
virtually abolished the fleet in being—and this at a 
time when global responsibilities impose upon us prob- 
lems of transportation as well as the need for adequate 
seapower on the seven seas. 

Who abolished the fleet in being? Who abolished the 
army in being? Who told Congress it could fight wars 
cheaply with an air force in being—a few interconti- 
nental bombers carrying the atom bomb? These de- 
cisions stemmed from misguided policy makers and 
their organs of publicity controlled and directed by our 
own Defense Department. These blunders have un- 
wittingly brought us to the brink of disaster. 


S mall wonder that the nation would like to see 
new faces in the Joint Chiefs of Staff. Small wonder 
that the nation looks askance at President Truman’s 
unexplained failure to set up the National Security 
Council on a proper basis until the Korean war. 

Small wonder that the American people feel so help- 
less and frustrated now as they look back at the spec- 
tacle of selfish politicians giving casual attention to de- 
fense problems and concentrating on domestic issues 
of far less importance to our ultimate survival. No- 
body can say there was no warning. The testimony be- 
fore the House Armed Services Committee in 1949 
foretold the tragedy of 1950. 

We need now what we have lacked—a national mili- 
tary policy. We cannot depend on the United Nations 
alone, for it is a loose federation of governments with 
conflicting interests. We cannot depend on air power 
or atom bombs alone. We must have armies with arm- 
ored divisions and tactical aviation of their own. We 
must have a fleet in being—big enough to care for con- 
tingencies in both the Pacific and the Atlantic as well 
as in the Mediterranean and the Persian Gulf. 

We must apply the draft law so that we can have a 
standing supply of man power for all services and in- 
troduce military training as a supplement. 

But, above all, we must coordinate our diplomatic 
policies with our military preparation. It is time to rec- 
ognize the lessons of history. 
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“Take a good look, son—it’s the world’s newest 


You're looking at automobile history 


the greatest brake advance since 
Chrysler Corporation introduced the 


first 4-wheel hydraulics. 


It is shown in a final factory test for 
perfect balance — fixed in a machine 
so delicate that a feather’s weight could 
shift the balance bubble the engineer 
is pointing to. 

This entirely new hind of hydraulic 
brake is a disc brake. 
each wheel press against two braking 
surfaces — like the brakes on big air- 
planes. There’s more braking surface 


Two discs on 


... you stop more surely and smoothly 
than ever before, with less effort. You 
car actually helps stop itself, thanks to 
a “self-energizing” feature. 
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Balance test of new dise brake 


practical imagination at work at Chrysler Corporation 


automobile brake!” 





“no-fade” brakes! 
with many stops at frequent intervals. 
you retain perfect, gentle braking con- 
trol. On the longest hills. you have the 
extra security of reserve braking 
And these wonderful brakes 
never need adjusting! 


They are Even 


p wer, 


Our engineers gave the new double- 
disc brakes every kind of test... in 
° down Pike’s Peak 
on the West- 
ern Plains and through many miles of 
heaviest city traflie. 


cur laboratories .. 
and the Great Smokies... 


luxurious 
Crown Imperials and Town & Country 
Newports — are 


Chrysler’s most cars — 
now equipped with 
these exclusive Chrvsler Corporation 


brakes ... proving once again that 


practical, creative imagination always 
makes sure: you get the good things 
first from Chrysler Corporation. 






, af f i oh 






The steeper the road, the more you will appreciate 
Chrysler Corporation's exclusive new double-disc 
hydraulic brakes. They are self-adjusting and 
retain their effectiveness .. you drive with greater 
peace of mind and confidence. 
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& Industrial Engines 


PLYMOUTH 


Dodge Job-Rated Trucks 


DODGE 


Oilite Powdered Metal Products 


DE SOTO CHRYSLER 


Mopar Parts & Accessories Cycleweld 
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SEPTEMBER 1, 1950 


The March of the News 


Fan mail. Russia’s Jacob Malik is not 
universally known as a comedian . . . His 
angry denunciation of everything not 
Russian hasn’t seemed very funny to the 
members of the United Nations Security 
Council . . . But, one day last week, Mr. 
Malik delivered himself of what must 
have been a joke. 

He walked into the diplomatic lounge 
at Lake Success, wearing one of his rare 
smiles . . . His daily mail, said Mr. Malik, 
was filled with fan letters . . . “Just like 
Hollywood”—all favorable . . . One listener 
said there was no more reason to doubt 
Mr. Malik’s report on his mail than there 
was to doubt his United Nations speeches. 


Is there a doctor in the House? 
Representative Rich, a Pennsylvania Re- 
publican, is a man who worries out loud 
about the ways of Congress One 
day last week he arose in the House 
of Representatives to make a speech... . 
What Congressmen need, he concluded, 
is a good checkup by a first-class psy- 
chiatrist. 

The remark touched off a flurry among 
sensitive Congressmen . . . Next day the 
matter-of-fact Congressional Record duly 
recorded the following: 

MR. COX [a Georgia Democrat]: May 
I suggest to the gentleman from Pennsy]- 
vania that he ask leave to take out of 
the Record the remarks that he made on 
yesterday with reference to the member- 
ship needing the treatment of a psychi- 
atrist. 

MR. RICH: I want that for myself to 
determine whether I am wrong. 

MR. COX: I know the gentleman is the 
last one in the world who would want 
to reflect on the people with whom he 
has served so honorably for so many 
years, or to make fun at their expense. 

MR. RICH: It would not affect the 
gentleman from Georgia, I am positively 
sure. He is a real American of the first 
magnitude. I love him, honor him and 
respect him. 

THE SPEAKER: The time of the gen- 
tleman from Pennsylvania has expired. 


HANDY WAY TO SUBSCRIBE 


a 


Ix "LIBRARY 4 
\3 AUG 28 1950 = | 
\ Oo. MANHAITAN & / ® 





Ss 


NO 

NPs KANSAS Y 
Diagnosis. Next $i. a New York psy- 
chiatrist, Dr. Austin M. Davies, had a few 
comforting words for all concerned . . . 
Congress doesn’t need to have its head 
examined, he said . . . Under similar cir- 
cumstances, we'd all behave about the 
way most Congressmen do. 


Past history. For the second time in a 
year, the Senate has had to move from 
the large, comfortable Senate chamber 
and take its oratory elsewhere in the U. S. 
Capitol . Workmen are back in the 
Senate to finish up the renovating job 
they started last summer, and Senate 
deliberations are tucked away, almost out 
of public view. 

Debates over Korea, taxes, controls and 
a host of other urgent matters now are 
going on in one of the most historic places 
of America The Senate is meeting 
in a room once occupied by the Supreme 
Court . . . It was the home of the Senate 
from 1800 to 1859 and the home of the 
Supreme Court for years thereafter . . . 
There Thomas Jefferson took the presi- 
dential oath of office . . . There the U.S. 
formally declared war on its neighbor, 
Mexico . . . The room was the scene of 
some of the most famous debates in U.S. 
parliamentary history. 


Current history. But things other than 
past history occupied Congress last week 
. There was a lot of work to do, and 
war in Korea wasn’t simplifying the task 
. . Nor were the approaching elections 
: Many members were feeling the 
urgent need to get back home and see to 
their campaigns. 

House Speaker Sam Rayburn said he 
hoped Congress could quit by early 
September Adjournment, he said, 
would be a sign to the public that the 
Korean war was not a major war . 
might serve to calm everybody’s nerves. 

Formal adjournment would do pore 
thing else, too . . . It would leave Co ayy 
gressmen free for campaigning, save the 
time and expense necessary for repeated 
trips to and from Washington. 
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NATIONAL'S NEWEST MULTIPLE-DUTY ACCOUNTING MACHINE 





Standard Amount Keyboard 

—preferred by business men for 
years. Automatically fills in all 
ciphers. Permits depressing two 
or more keys at one time. 
Amounts visible before printing. 


Electrified Typewriter Keyboard 
—faster, easier, smoother . . . mini- 
mum effort. Permits typewritten 
description wherever desired . . . 
gives clear, legible, uniform impres- 
sions on multiple copies. 


Posting Control Bars 
for different jobs. Bars 
are readily interchange- 
able in seconds without 
Operator even rising 
from her chair. 


Complete Visibility 
—postings, present 
and previous, are 
always readily vis- 
ible,whether carriage 
is open or closed. 





This new “Class 31” has many new auto- 
matic features that cut costs .. . on some 
jobs 2 /3 of the posting is done automati- 
cally. It automatically adds and subtracts, 
or transfers amounts or balances, simut- 
taneously, into any combination of totals. 


It has enough totals for your require- 


ments, and its fluid-drive carriage travels 
in either direction at uniform speed. 

See how its unprecedented’combination 
of advantages, result of many years of 
research and engineering, will reduce your 
accounting costs. No other machine like 
it! Call the National representative today! 


THE NATIONAL CASH REGISTER COMPANY 


Get this FREE 20- 

page booklet from our 
local representative, 

or write to the Company 
at Dayton Y, Ohio, 


ACCOUNTING MACHINES 
_ CASH REGISTERS « ADDING MAC 
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24th and N Streets, N.W. 
Washington, D. C. 


Newsgrann 


A bombshell is thrown into the Formosan controversy by General MacArthur. 
The General lays it on the line that Formosa must be defended at all costs. 

What Chinese Communists may think or do doesn't worry the General--he says 
that pusSyfooting gets nowhere. Diplomats, however, wonder nervously what the 
next move is to be. Will Communists attack? 

Chinese Communists, threatening invasion, have called upon United Nations 
to order the U.S. Fleet and U.S. Air Force away from Formosan waters. 

MacArthur view, as prepared for Veterans of Foreign Wars, is that “our 
strategic frontier" has shifted to Formosa. (See page 32.) 

Officially, U.S. State Department is willing to have Formosa treated as a 
U.N. problem, eventually. Actually, the MacArthur outline of defense strategy 
virtually commits U.S. to keep Communists away from the island--permanently. 

Says MacArthur: Formosa is a vital link in the island chain of defenses. 
"If we hold this line we may have peace--lose it and war is inevitable." 














North Koreans appear at last to have lost their war advantage. 
Communist offensive in Korea seems definitely to have slowed down, if not 
halted. Beachhead of U.S. and other U.N. forces appears to be solidly held. 





Counteroffensive against the Red Korean Army, however, is not imminent. It 
takes time to build strength for a knockout counterblow. See page 9. 





Korean war is to affect America's domestic economy for years to come. 

Arms spending at a permanently high level is assured. Defense budget now 
before Congress is just a Starter. Armed forces will get more in 1951 and 1952. 

Military outlook, without all-out war and after Korea, is for U.S. forces 
to be stationed in fairly large strength in Asia and in Western Germany. Then, 
at home, there will be universal military training for all the country's youth. 

Arms production also is to step up sharply in the years just ahead. 

Government planning now is based on continued tension with Soviet Russia 
for the foreseeable future. Military strength is to be the keystone of policy 
even if immediate war threats subside. That policy takes a lot of money. 














Inflation threats are beginning to come from all sides. 

Credit volume is growing by leaps and bounds. Installment credit is at an 
all-time high. Mortgage credit continues to expand. Business loans by banks 
and other lenders are in a strongly rising trend as activity is stepped up. 

Individual incomes, sparked by rising employment and increasing wages, are 
in a strong uptrend, too. Personal income, after taxes, points to a level of 
more than 201 billion dollars a year. That will be an all-time high. 























Federal Reserve-Treasury split over credit policy stems from these trends. 

Federal Reserve wants to put a brake on bank loans. It's willing to let 
interest rates go up if credit can be checked. Treasury, with an eye on cost of 
carrying the national debt, wants primarily to hold interest rates down. 

So conflicting moves were taken by these agencies at the same time. The 
Treasury offered a whacking 13.6-billion-dollar note issue at the old rate of 
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NEWSGRAM--TOMORROW-= (Continued) 


1.25 per cent. Federal Reserve raised the rates on its own loans to banks. 
Outcome of these actions probably is that Federal Reserve Banks will take 
most if not all of the forthcoming Treasury note issue. That will tend to add 
to the money supply, but Federal Reserve probably can offset this purchase by 
selling other Government securities that it holds at somewhat lower prices. 
Eventually, the Treasury probably will have to accept higher rates. 





Real purpose of Federal Reserve action is to push up the yield on short- 
term Treasury securities so that they will be attractive to banks. Banks then 
would tend to hold Governments and to make fewer commercial loans. Credit moves 
are technical, but important. They are explained in more detail on page 50. 


Background of the Federal Reserve action on bank credit is this: 

Total bank loans, gross, reached 27.5 billion in mid-August. That was a 
rise of 156 million dollars in a week, of 3.7 billion in a year. 

Business loans, at 14.3 billion, jumped 172 million in a week, and 1.4 
billion in a year. Real estate loans advanced 24 million in a week. 

These figures are for Federal Reserve member banks that report weekly. 
Federal Reserve governors concluded that credit expansion is going too far. 











Trend toward rising wages is likely to develop into another headache. 

General Motors automatic raise of 5 cents an hour because of higher cost 
of living is almost certain to touch off wage demands on other companies. 

Chrysler already has followed with a 10-to-15-cent boost. 

Another round of wage increases in industry, generally, looks probable. 

Wage raises, at this time, add to inflationary forces. They increase 
workers' buying power at a time when the Supply of goods won't increase and is 
very likely to shrink. Tendency then is for higher wages to push up prices. 

Union strategy obviously is to get wage increases before wage controls 
become likely. But leaders may find that this policy backfires. Wage controls 
could be hastened by insistent demands for higher wages. 











Present attitude still is to avoid controls as long as possible. 

Credit controls on installment sales, on new construction probably are to 
apply shortly after the control law goes into effect. That's decided. 

Allocations of scarce materials also are to begin as Soon as possible. 

Voluntary allocations of steel, aluminum, other scarce metals, rubber are 
to be given a whirl. Industry leaders think they can allocate better than the 
Government. They will be given a chance, under Commerce Department supervision. 

Inventory controls will accompany allocations. Prospect is that business 
firms will be limited to a 30-to-60-day supply of materials declared scarce. 

Priorities on war orders are to be issued automatically. 

Production loans, authorized, will come more slowly. Administration plan, 
however, iS to expand basic production of war materials as rapidly as possible. 

That is about the extent of controls to be applied, at first. Prospect, 
nevertheless, is that controls will spread. One control usually calls forth 
other controls. That was the experience in the mobilization of 1941-42. 

















Wage-price-rationing controls are not likely before next spring. 

Direct controls over prices and wages are to be held in reserve. Hope is 
that living costs may level off, that unions will use restraint in wage demands. 

Rationing, at the consumer level, is not contemplated. Supply of almost 
all lines of necessities--food, clothing, etc.--is believed adequate. 

The Government actually is not prepared at this time to impose more than a 
minimum of controls. Months will be needed to build a control organization. 








Budget outlook is improved by the new tax bill. Surplus of 1.2 billion 
dollars is indicated for June 30, 1951, on basis of present spending plans. 





(No part of this or any other page may be reproduced without written permission) U. S. NEWS & WORLD REPORT 








SUPER-cU 








4 WANT TO GET 
A SET OF 
LOW-PRESSURE TIRES. 
WHICH KIND 
SHOULD / BUY ? 


CAR MAKERS 
CERTAINLY KNOW TIRES 
-AND THEY USE MORE " 
GOODYEAR SUPER-CUSHIONS } : 
THAN AN/ OTHER | ‘ z YES, AND THE 
PUBLIC BUYS MORE 
GOODYEAR 
SUPER- CUSHIONS, TOO 
YOU CANT GO WRONG WITH 
SUPER-CUSHIONS if 





Here’s why leading car makers 


and the public prefer this great 


tire: It gives... 
A SOFTER RIDE! 
A SAFER RIDE! 
FEWER CAR REPAIRS! 
MORE MILEAGE! 


More people ride on Goodyear Tires than on any other kind 


SUPER-< HION T.M.—-THE GOODYEAR TIRE & RUBBER COMPANY, AKRON, OHIO 
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Grain Storage: Political Problem Again . 
For ‘Peace Department’ . 


Military leaders believe that North 
Korean forces should be pushed above 
the 38th parallel and soundly de- 
feated before fighting is brought to 
an end. They suggest that this can 
be done under a U.N. agreement to 
establish a trusteeship for the whole 
Korean peninsula. 


x *& *® 


British military experts think De- 
fense Secretary Louis Johnson is 
unduly optimistic when he suggests 
that the Korean campaign may be 
cleaned up by February. The British, 
who have had much experience in 
this type of fighting, doubt such cam- 
paigns can be ended quickly. 


x * * 


Soviet Delegate Jacob A. Malik is 
expected to resume his boycott of 
U.N. Security Council meetings after 
his term as president ends in Septem- 
ber. Other Council members are con- 
vinced that Malik seeks only a prop- 
aganda platform in the Council. 


xk 


President Truman accepted the coun- 
sel of political advisers when he ap- 
pointed a Republican maiority on the 
U.S. delegation to the U.N. Assem- 
bly. The presence of Republicans 
Henrv Cabot Lodge, John Foster 
Dulles and Warren Austin is expected 
to persuade Americans that foreign 
policy still is on a bipartisan basis. 


x* 


Gen. C. B. Cates, Commandant of the 
Marine Corps, has a good chance of 
becoming chief of a rather strong 
“mobile army” ready to go anywhere. 
any time. The Korean affair has con- 
vinced many Congressmen that the 
U.S. actually needs two armies—one 
always on the alert, another that has 
to be mobilized. The Marine Corps 
is favored for the first task, Army 
Field Forces for the second. 


x & 


pated trouble in Korea before the 
actual outbreak. Purpose of these 
moves is to build up a record for an 
expected investigation by Congress. 


x 6K OK 


Dean Acheson, Secretary of State. 
would like to shift the problems of 
Korea and Formosa to a United Na- 
tions Commission if he could find a 
formula. That would leave him more 
time to deal with European problems. 
The State Department still regards 
Europe as the major theater in this 
country’s struggle with Soviet Russia. 


xk 


Secretary Acheson is reported to be 
in line for appointment to fill the 
next vacancy on the Supreme Court. 
Acheson is said to have had a life- 
long ambition to be a Supreme Court 
Justice. His appointment would 
open the way for John Foster Dulles 
to become Secretary of State. 


x*k 


Senator Alexander Wiley (Rep.), of 
Wisconsin, wants to change the name 
of the State Department to the 








CONTENTS 
WEES DT URANE 300552650 ccevssicsdentaccrteuntes 1 
Tomorrow: A Look Ahead.................. 3 
‘Warm War’: How Long?.................... 9 
Targets: Acheson and Johnson............ 12 
Industry Set for Arms Record.............. 14 
A City Adjusts to the War.................. 17 
Aid to Gl Families Rises.................... 21 
An Interview with George M. Harrison 22 
Army for Germany Soon?.................. 27 
How Stalin Takes Over a Country........ 30 

General MacArthur's Declaration 
NOPE PON TINENES cS ctires ease ren conve susaeesdinstaes 32 
Worldgram ......... iiesned deasiseps asscuep cee 
People of the Week. stdesaecvesaraceedoeicneel 37 
Pinch in Skilled-Labor Supply............ 40 
NINA MEINE co cic oiss Js nc ncsccaceasaacseosk secaons 42 


We've Been Asked: 
What Social-Security Changes Mean 45 


NEG OE IBIMOSS 5 05s 25055050055. s00senenveced 47 
News-Lines for Businessmen.............. 49 
PRIOR NII vaio inc coctskcsessdsinoniencics 50 
Business Around the World................ 53 
Indicators of Business Activity............ 55 
David Lawrence Editorial.................... 56 


COVER: General Patton Tank. See page 14. 
(Photograph from Wide World) 

















Pressure 


Marines—Another Army? 


“Peace Department.”’ He once pro- 
posed that Congress set up a Depart. 
ment of Peace in the Government, 


x *k *& 


Marriner S. Eccles, who was fired as 
Chairman of the Federal Reserve 
Board by President Truman, is pro- 
viding leadership in the Board's dis- 
pute with the Treasury over credit 
policies. Eccles gets careful attention 
from conservatives in Congress who 
once feared him as a New Dealer. 


x & -s 


Senate action in designating Com- 
merce Secretary Charles Sawyer as 
the man to control wartime alloca- 
tions and priorities was intended as a 
rebuff to the President. It is another 
example of strained relations between 
the White House and Congress. 


xk & & 


Charles Brannan, Secretary of Agri- 
culture, is having trouble buying the 
aluminum needed to make storage 
bins for this year’s grain harvest. 
Lack of storage bins played an im- 
portant part in the 1948 elections. 
Then the Republicans were blamed 
for the shortage. Democrats haven't 
solved the problem in two years. 


xk *& 


Adoption of any of the Communist- 
control bills before Congress will be 
the signal for wholesale arrests of 
persons, now free, who are suspected 
of having violated immigration, nat- 
uralization and espionage laws. The 
FBI and the Immigration Service 
have hundreds of cases documented 
and ready for court action. 


xk 


Businessmen are being told quietly 
by the National Security Resources 
Board not to worry too much if some 
key employes are called up in mili- 
tary reserves. They are advised that, 
if they can prove that their employes 
are actually essential, the Govern- 
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When the moon looks cool as sherbet, it 
doesn’t take a share of Fort Knox to enjoy it 
...it merely takes a Ford convertible! 
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For no car has a happier way with your 
heartstrings for so little money! 


Its economical 100 h.p. V-8 whispers while 
it works. Its wheel responds to your finger-tip 
touch. Its brakes take hold with kid-glove grip 
—actually 35% easier! Its springs— “‘Hydra- 
Coil” in front, “Para-Flex” in the rear—pooh- 
pooh the bumps. 

Or perhaps you'd prefer a closed-type 
model, powered with your choice of two great 
economy engines—100 h.p. V-8 or 95 h.p. 
Six. A “Test Drive’ will convince you that 
Ford is the one fine car in the low-price field. 
“TEST DRIVE” IT TODAY AT YOUR FORD DEALER'S 
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White sidewall tires, wheel trim rings, optional at extra cost. THE HANDSOME 1950 FORD FORDOR CARRIES SIX BIG PEOPLE IN COMFORT. | 





The Boeing Stratojet has passed the 
experimental stage and is in produc- 
tion. That’s heartening news. 

The first production model of this 
Boeing-designed, Boeing-built jet 
bomber — capable of speeds over 600 
miles an hour — rolled through the 
factory door 18 months from the time 
the U. S. Air Force gave its go-ahead. 
An undisclosed number of others are 
coming along to take positions in the 
front line of U. S. air defense. 


In this new six-jet bomber which 
Boeing began developing in 1943, 
America has one of the world’s most 
significant defense weapons. dig as a 
B-50 Superfortress, its radical design 
gives it terrific power and speed. 

Building the arrow-shaped Stratojet 
presented new problems and chal- 
lenges at every step of the way. Toler- 
ances were closer than even the air- 
craft industry was accustomed to. Its 
¥” metal wing “skin” called for spe- 


For the Air Force Boeing builds the B-47 Stratojet, 
the B-50 Superfortress and C-97 Stratofreighter; and for five of the world's leading airlines 


Boeing has built fleets of the new twin-deck Stratocruisers. 





cial forming skills. Giant extrusions 
and difficult forgings had to be made. 

But Boeing’s skilled engineering: 
manufacturing team took all these 
problems in stride. Profiting by its ex- 
perience in putting the B-29 into pro- 
duction in time to play a major role in 
winning the war with Japan, Boeing 
was able to bring the Stratojet to life in 
record time. It will add strength to 
America’s determination to bulwark the 
nation’s defense through air power. 
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WARM WAR’: HOW LONG? 
U.S. FACES YEARS OF TENSION 


* KANSAS " 


Kremlin Limited in Picking Trouble Spots 


Three kinds of war: 

“Cold war’—January, 1946, 
to June 25, 1950. 

“Warm war’’—June 25, 1950, 


eee 
“Hot war’—It may not come. 


Nobody knows for sure. U.S. idea 
is to keep strength up, keep ready 
for years if necessary. Result will 
be felt by everybody, one way or 
another. 


“Warm war,” ushered in to replace 
the “cold war” when the Communists 
attacked in Korea on June 25, is not to 
end abruptly when the fighting ends 
in Korea. Nor is it expected now to 
explode suddenly into a “hot war” of 
world-wide proportions. 

“Warm war’—as a bridge between ten- 
sion and full-scale combat involving the 
United States and Russia—can go on two 
to five years or longer, with the outcome 
uncertain. Decision on whether it will 
turn “hot” is up to Joseph Stalin and 
the men in the Kremlin. But “peace” as 
it was known in the period between the 
two world wars is not counted on in pres- 
ent planning. 

U.S. aim now is to. adjust to a “warm 
war’ as painlessly as possible, to keep 
business going as usual along with de- 
fense plans, but to be ready for trouble 
wherever it starts. That means a big, 
high-cost military establishment for years 
ahead. It means higher taxes, some busi- 
ness controls, a degree of mobilization 
for the United States far beyond that 
which was needed for the “cold war,” 
now ended. 

To get a measure of the “warm war” 
and what it involves, U.S. News & World 
Report brings together the opinions and 
plans of military chiefs, top diplomats, 
Government experts and congressional 
leaders. Nobody knows for sure whether 
the “warm war” will peter out after 
Korea, will drag on for years of localized 
outbreaks or will lead directly into World 
War III. The judgment, in this circum- 
stance, is that the United States must 
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get ready for real trouble and stay that 
way. To reach that judgment, Govern- 
ment leaders have re-examined U.S.- 
Russian relations through the postwar 
years. 

“Cold war’ began early in 1946. 
Real differences between Russia and the 
Western Allies began to show up then at 
a meeting of the United Nations in Lon- 
don. The differences led to the Truman 
Doctrine for containing Communism, the 
Soviet “Cominform” for tying East Eu- 
rope closer to Moscow, the Marshall Plan 
for building up Western Europe, the 
Communist take-over of Czechoslovakia. 
“Cold war” reached its point of highest 
tension in the Communist blockade of 
Berlin. 

During that period, life inside the 
U.S. was calm and relaxed. Taxes got a 
cut. Armed forces were cut. The draft 
was put aside. Government controls 
dropped near the vanishing point. “Cold 
war” was largely a wait-and-see opera- 
tion—and it ended abruptly on Sunday, 
June 25, 1950, when Russian-armed Com- 
munist troops poured across the 38th 
parallel to launch their invasion of South 
Korea. 

“Warm war,” phase one, started 
there, but it is not to end there. One mili- 
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tary view is that Korea might be cleaned 
up by next February. That is the opinion 
of Defense Secretary Louis Johnson. 
Some military leaders say, however, that 
the Korean fighting can drag on through 
August, 1951. 

Cost, in any event, is to be high by 
“cold war” standards. Over-all defense 
costs for the fiscal year that ends in mid- 
1951 may exceed 30 billion dollars. They 
may go to 50 billion dollars in the fiscal 
years of 1952 and 1953. The first request 
to Congress, for 10 billion dollars more 
defense money, is based on a calculation 
that the Korean war can be cleaned up 
by February, 1951. 

Bigger defense spending is ahead for 
years, however. The program touched off 
by the attack on Korea is to run across the 
next two or three years, at a minimum. 
That is the estimate, provided the “warm 
war’ doesn’t turn “hot” meanwhile. 

By June, 1951, Army strength prob- 
ably will be around a million men, com- 
pared with 590,000 men when the Korean 
war started. 

U.S., by that time, is to have a 58- 
group Air Force that will continue to 
grow: 

Navy strength will go up from 243 
fighting ships to 282. There will be an 
increase in amphibious and _ auxiliary 
ships from 389 to 629. By June, 1951— 
one year after the start of the “warm 
war’ —the Navy probably will have more 
than 900 ships in operation, including 
23 carriers of all types. 

The Marines are to be expanded by 
almost 3,000 officers and 60,500 men so 
that they will be a force of nearly 150,000 
officers and men a year from now. 

All this military planning goes beyond 
the actual war in Korea. 

Basis for the plan is that the “warm 
war,” once it is put down in Korea, might 
break out elsewhere at Russia’s choosing. 
A series of “little wars”’—big enough to 
involve the U.S. but not big enough to 
touch off full-scale fighting—is counted 
into military calculations. The big ques- 
tion, from a military standpoint, is: What 
will Russia do, once the fighting in Korea 
turns against the Communists? 

That is the reason why military plan- 
ners hesitate to commit full U. S. strength 
to the war in Korea. Admiral Forrest P. 
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Sherman, Chief of Naval Operations, re- 
cently told Congress: 

“The history of so-called limited wars 
is that they tend to be unlimited, pri- 
marily because one contestant finds that 
it is not achieving its objective in the 
limited area, and therefore strikes else- 
where where it can be more effective. 
Then the other contestant resorts to the 
same process and what started out to be 
a limited war then becomes an unlimited 
anos 

That reasoning does not, necessarily, 
mean that a “hot war” is next after Korea. 
Idea, among military men, is for the U.S. 
to keep its powder dry and fighting forces 
alert, ready to meet little wars wherever 
they occur. That might forestall them. 

“Warm war,” phase two, is to set up 
such a striking force, capable of project- 
ing U.S. strength into any trouble spot. 
Planning for such a mobile striking force 
will be well along by the end of 1950. 

The countries of Western Europe— 
Atlantic Pact nations—are expected to 
uild up their own forces in this period, 
too. Some of the means for that build-up 
will come from U.S. military aid, but 
not all. European nations already are 
making plans to boost their own home 
forces. They all count heavily on the mili- 
tary help of the U.S., already com- 
mitted in Korea. 

The U.S. home front will begin to 
feel the pinch of the second phase of the 
“warm war. ,Taxes probably will be 
raised again, both for individuals and 
corporations. Some economic controls will 
be ordered into force. Allocations and 
priorities will be put on some kinds of 
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INTERNATIONAL GUESSING GAME... 
Russia’s aim: Maximum power with minimum responsibility 


war production and on some materials 
that are coming into short supply. The 
nation will begin to feel as though it is 
at war even if—for the moment—no actual 
fighting is going on. 

“Hot war,’’ the real thing, is up to 
the Kremlin. First test will come when the 
United Nations forces in Korea reach 
the 38th parallel, the line where the 
“warm war’ started. U.S. officials regard 
this as such a hot question they won't 
even speculate on it. But certain definite 
conclusions can be drawn at this time 
from studies of Russia already made. 

Looking at the U.S., the Russians see 
a rival more powerful than Russia, so they 
want to reduce U.S. prestige in the 
world. A primary objective now is to 
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BATTERED RED TANK IN KOREA 


eliminate American influence in Asia. 
Consequently, a defeat of the Commu- 
nists in Korea would be regarded as a 
major Asiatic defeat by Moscow-a clear 
sign to the rest of Asia that the Russians 
had started something that they couldn't 
finish. 

Still, Russia does not want a general 
war if it can be avoided. The Kremlin 
prefers localized “civil wars” that Com- 
munists can win. Moscow strategy, so 
far, has been to take its own troops out, 
arm the people who are left, and let 
trouble start with Russia officially on the 
side lines. 

By this strategy, U.S. experts will not 
be surprised if Russia finds other places 
suitable for “civil wars,” once the tide in 
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Washington decides how to fight the ‘‘warm war“ 
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‘A TALE OF TWO CITIES’ 
U. S. aim: Maximum strength with minimum sacrifice 


Korea is turned against the Communists. 
It is an old Russian trick to build up a 
satellite and let it fight Russia’s foes. 
There is a feeling, however, that the 
prompt U.S. reaction to the Korea attack 
has sobered the Kremlin. It is doubtful 
if Russia expected the U.S. to fight. At 
the most, Moscow reasoning was that 
U.S. forces could not arrive in time to 
prevent a Communist sweep of Korea. 
That turned out to be a bad guess. 
Trouble, for Russia, may be in finding 
somebody else to do Russia’s future fight- 
ing. The strategy calls for a puppet 
force similar to that used in Korea. Such 
a force is not easy to find. Officials are 
convinced Communist China is not yet 
sufficiently under Moscow’s thumb for 


RUSSIAN TANKS AT HOME 
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such a move. It is doubtful if such a 
move could be forced in Indo-China. It 
could not be forced in Iran right now. 

About the only place where Russia 
can use puppet forces, as in Korea, is the 
Balkans. There are complications for 
Moscow there, too. In Rumania, Hungary 
and Poland, the Russians have military 
rights that include the presence of Soviet 
troops. It might be difficult to keep these 
Soviet troops in the clear, avoiding 
responsibility for any action. And Russia, 
at this point, wants to avoid direct re- 
sponsibility. 

Some day the Russians might decide 
that a “hot war” is inevitable—and start 
it. But their preference is to avoid it for 
now. 





The return of United Nations forces 
to the 38th parallel in Korea might force 
such a decision. In most informed circles 
it is regarded as extremely risky for the 
U.S. to push beyond the 38th parallel. 
That might be the point where Chinese 
Communist troops would come in. Russia 
might even decide to reoccupy North 
Korea with the Soviet Army. In any event, 
Moscow is not counted on to leave the 
field with anti-Communist forces within 
a short distance of Vladivostok. The Rus- 
sians get nervous when outside forces get 
too close to Soviet borders. 

It is known that partial mobilization 
in the U.S. is making a real impression 
in the Kremlin. Moscow is impressed by 
a show of strength, especially once con- 
vinced that the strength will be main- 
tained. If any show of strength by the 
United States is temporary, Russia can 
sidestep, let things cool off a while, then 
start again. Russia’s goal is a maximum 
of power with a minimum of responsi- 
bility. 

Conclusions of U.S. planners about 
the duration of the “warm war” grow 
out of the above analysis. Idea is that 
the “cold war” is gone, for now, at least. 
“Warm war’ is to go on even if actual 
fighting stops. That means U.S. is to 
keep up its fighting strength, keep con- 
trols handy so they can be snapped on 
in an emergency, keep a “fire brigade” 
armed force alerted, ready to go into 
action wherever fire breaks out. 

“Warm war,” as now seen, is counted 
on at the least to discourage the outbreak 
of a “hot war.” It may even prevent such 
a war. 
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TARGETS: ACHESON AND JOHNSON 


Election Issues Build Up Around War Policies 


Political heat being poured on 
Secretaries Acheson and Johnson 
is a tip-off to the November elec- 
tion campaigns. 

War in Korea is the issue. Con- 
gressmen’s mail from home shows 
that. So candidates are picking 
out someone to blame. 

Republicans blame Acheson 
and Johnson, in that order. Dem- 
ocrats count on better war news 
to change the issues. 


Boiling criticism now is washing up 
around the two men who are han- 
dling foreign affairs and defense pol- 
icies for President Truman. Secretaries 
Dean G. Acheson and Louis Johnson 
are becoming the top political targets 
in the bitter battle to determine which 
party will rule Congress for the next 
two years. 

The war against Communism is mov- 
ing into first place as an issue for the 
1950 campaign. Domestic issues are drop- 
ping into the background. Experienced 
politicians say that at no time since 1864 
has the outcome of an election in the 
United States been so closely tied to the 
ebb and flow of fighting on the battle 
fronts. They think the fighting in Korea 
will decide the November elections. 

In practical terms, the politicians be- 
lieve that the policies of Mr. Acheson and 
Mr. Johnson must prove themselves be- 
fore November. Many Democrats are 
afraid this will not happen. They are 
thinking in terms of the mid-term elec- 
tions of 1942 and 1946. In the first, the 
Democrats almost lost control of Con- 
gress. In the second, they did lose Con- 
gress. And, as they head toward Novem- 
ber, 1950, they are afraid they will lose 
again. 

In this mood, pressures from both 
parties are building up against Acheson 
and Johnson. Republicans are smacking 
away at them openly. Democrats are 
trying to apply pressure on the President 
inside the party to remove them. Many 
Democrats fear that retention of the two 
men in the Cabinet will put individual 
Democratic members of Congress under 
an added handicap in running for re- 
election. The heat on both men is fierce. 

But President Truman says flatly that 
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as long as he is in the White House 
neither of the officials will be allowed to 
resign. He is standing firmly on that 
statement and—not too gladly—the Demo- 
cratic campaign committees are getting 
ready to fight for votes on that basis. 
They are preparing campaign material in- 
tended to show that the Republicans 
were more wrong than the Democrats in 
the days before Korea. 

Secretary Acheson is even more of a 
Republican target than is Secretary John- 
son. Political strategists say this is a nat- 


amining his fitness to be Secretary of 
State, he discussed in detail his former 
relationships with the Hiss family and 
told the Senators that his friendship was 
not “easily given and is not easily with- 
drawn.” In the hubbub that followed, 
the Senate Committee called Mr. Acheson 
into secret session and suggested that it 
might be wise to modify the statement. 
He refused. 

Acheson said he was perfectly willing 
to state his unqualified opposition to 
Communism and to emphasize the ne- 











—Conrad in Denver Post 


‘GONNA GET UP A POSSE, SHERIFF?’ 


ural result of the long campaign that 
Senator Joseph R. McCarthy, of Wiscon- 
sin, and other Republicans have con- 
ducted against the State Department. For 
months before the fighting started in 
Korea, the Senate rang with charges that 
the Department was filled with Commu- 
nists and perverts. A vigorous defense 
by top officials has not wholly silenced 
such charges. 

Mr. Acheson is being kept under con- 
tinuing attack for his statement that he 
would not turn his back on Alger Hiss, 
the former State Department official who 
was convicted of perjury in connection 
with documents that had been passed to 
Soviet agents. But the Secretary gave a 
clear signal before he went into the office 
that he might be expected to take this 
attitude. 

At the time Mr. Acheson was testifying 
before a Senate Committee that was ex- 














—Justus in Minneapolis Star 


‘DIRECT HIT’ 


cessity for security in the State Depart- 
ment. But he said there was no job in the 
world that would persuade him to turn 
his back on a friend in trouble. And so 
the Senators went ahead and confirmed 
him for the post. 

The Secretary of State, a high-powered 
lawyer, a Yale and Harvard man, son of 
an Episcopal bishop, is not a joiner and 
has no bedrock political backing. He is 
the kind of target that can be shot at 
without antagonizing any large group of 
voters. Moreover, he has the kind of in- 
tellect that tends to make politicians feel 
inferior and creates natural antagonisms. 

Republicans are firing away at him 
steadily. At a regional meeting ™ 
Des Moines, Republican chairmen from 
12 States adopted resolutions declaring: 

“Under Mr. Acheson’s direction the 
present State Department has stubbornly 
adhered to policies inimical to the wel- 
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fare of the United States and actually 
heneficial to the plots and schemes of the 
Communist enemy. It has deceived the 
American people into a sense of false 
security.” 

At the same time, the Republicans 
called for the replacement of Secretary 
Johnson and “ineffective members” of his 
staff. They charged the Defense Depart- 
ment with improperly spending military 
funds and said the inactivation of valu- 
able sections of the armed forces was 
causing the bloodshed of Americans. 

In Washington, however, the word is 
spreading that Republicans will soften 
their attacks upon Johnson but will con- 
tinue to boom away at Acheson. Several 
background explanations are given for 
this attitude. 

One is that Mr. Johnson has strong 
support from the American Legion. He 
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‘ON THE SHELF’ 


is a former national commander of the 
Legion and still works closely with that 
organization. He has the political back- 
ing of a national organization. 

A second explanation given by some 

politicians is that Acheson, in spite of 
his disagreement with the late President 
Roosevelt over the gold policv—leading 
to Acheson’s departure from the Treasury 
-is thought of as New Dealish in his 
tendencies. But Johnson, a native Vir- 
ginian, is more of a Southern conserva- 
ve. He can talk the same language as 
the Republicans. 
_ Moreover, at the time that the Repub- 
licans were urging economy, Johnson was 
driving hard for economy in national de- 
lense. At about the same time, Acheson 
Was calling for more money to arm 
America’s allies. In those days, Mr. John- 
‘on Was promising greater combat possi- 
bilities at less expense. 
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Public opinion—along with that in 
Congress—now has reversed its field. So 
has Johnson. He now has dropped back 
into the same role in which he fitted in 
the War Department years ago when he 
was Under Secretary and was urging 
more money for national defense. His 
men now speak of spending 50 billions 
for defense next vear. All of this helps to 
take him out of the G.O.P. target area. 

But Mr. Acheson, tackling a more 
tedious problem, beset by sharp divisions 
in Congress and elsewhere over what the 
national policy should be toward other 
nations, cannot make spectacular ges- 
tures to take the heat off his Department. 
Nor is he free to speak his mind and dis- 
cuss his problems in an open forum. 

In the meantime, letters are streaming 
in upon members of Congress calling for 
the resignation of one or both of the 
Cabinet officers. Whatever may be the 
disposition of some politicians to pile 
most of the blame on Acheson and go 
easy with Johnson, the letters are striking 
out with equal vigor at both. 

This is the kind of letter that is throw- 
ing a scare into the Democrats: 

“I have not heard one single person 
even try to defend Louis Johnson or 
Acheson, or fail to urge. or agree with, 
their removal at once. 

“I have rarely heard, since Korea, a 
defense of the Truman Administration by 
a single Democrat. 

“The people I meet are absolutely 
unanimous in the belief that the Truman 
Administration, through Johnson and 
others, has been playing fast and loose 
with the American people, with both their 
nose and ears to the ground, for the 
November elections—dishing out half 
truths and nontruths for political ex- 
pediency.” 

The letter came from a Virginia lawver. 
himself a Roosevelt delegate to one of the 
recent Democratic National Conventions, 
who spends much time talking with men 
in his area. Virginia is not a battleground 
State politically. Democrats are not afraid 
of losing congressional seats there. But 
letters of the same general type are com- 
ing from other States where the political 
going will be rough for the Democrats 
this autumn. Thus, many Democrats are 
trving to put on the heat to get rid of the 
two Cabinet officers. 

All Democrats do not agree with this 
point of view, however. Some say that 
President Truman cannot let either of 
the men quit and that neither Acheson 
nor Johnson can afford to go out under 
fire. These Democrats figure that the best 
thing to do is to fight out the campaign 
on the issues now being drawn. 

In preparation for this, party statisti- 
cians are combing busily through the 
roll-call votes of Republican members of 
Congress in an effort to pin upon them 





























JOHNSON OF DEFENSE 


... pressures from both parties 


the blame for any faltering of America’s 
foreign policy. 

“The leadership of the Republican 
Party has fought every bill to bolster the 
strength of our friends in the world,” say 
the Democrats. 

“Democrats cannot escape the responsi- 
bility for the blunders that have led us 
into war in Korea,” say the Republicans, 
and they point fingers at Secretaries 
Acheson and Johnson. 

Thus, the decision as to which party 
is to blame is being put up to the voters. 
It is a top campaign issue, with the two 
Secretaries caught in the middle. But 
Democrats will feel better about their 
chances if the fighting takes a turn for 
the better in Korea. 
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. . letters are streaming in 
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Industry Set for Arms Record 


Tank Comeback Calls for Vast Use of Stee! 


Industry is equipped for arms 
production far bigger than in 
World War Il. Orders coming 
up are only a token of what can 
be done. 

Plants can turn out twice as 
many tanks, more planes, more 
guns, more everything, once an 
all-out war effort is ordered. 

Arms producton on that scale 
would mean belt tightening for 
civilians. But a real crisis now 
would find U.S. industry geared 
up to the highest point in history. 


War equipment in enormous quan- 
tities—far exceeding the amount pro- 
duced at the peak of World War II— 
now can be poured out by U.S. in- 
dustry if full mobilization comes. 
After five years of postwar expansion, 
that industry has developed a_po- 
tential war capacity vastly larger than 
any other on earth. 

Billions in war orders being let, or 
about to be let, provide only a sample of 
what can be expected under any coming 


reconversion of industry to a war footing. 
Just what this means in terms of weap- 
ons, tanks, aircraft, other tools of war for 
the Western world can be shown in ad- 
vance from the cold facts and figures. 
The implications are not being lost on 
war planners in Russia. 

What U. S. can turn out to give the 
West a big edge in weapons and equip- 
ment, if all-out war comes again, is re- 
vealed in essential detail by a U.S. News 
& World Report survey of potential out- 
put under wartime conditions. Findings 
of that survey are these: 

In basic war materials, this country 
is far better off than in World War II. 
Steel-output capacity has risen enough to 
provide 25 per cent more for arms than 
at the peak of production for World 
War II, if civilian supply is again cut 
back to wartime level. That is an in- 
crease from 36 million to 45 million tons 
yearly in steel products for war. 

Copper and aluminum capacity also is 
higher than at the wartime peak. Other 
important war materials are stockpiled in 
far larger amounts than ever before. 

At the same time, fewer basic materials 
will be needed for building a large fleet 
of ships, with hundreds of warships and 
merchant vessels now available in stor- 
age, and for building new plants for 
war industry. A reserve of 470 wartime 
plants is available, in addition to the 


30,000 plants in expanded peacetime 
civilian industries. Within six months 
after any all-out mobilization, these 
plants can handle orders for about 4] 
billion dollars’ worth of weapons and 
military supplies. 

In tanks, the increase in the amount 
of basic materials available for arms 
means that about twice as many vehicles 
can be produced vearly. The steel, cop- 
per and industrial capacity is available 
for building 27,529 medium tanks each 
year after mobilization gets fully rolling, 
compared with 13,468 produced in war- 
time 1944. The output of light tanks 
can be greatly increased, as well, 
from 4,048 at war's peak to 8,274 
annually, 

The prospect of increasing tank out- 
put well over previous high levels comes 
at a time when the role of tank warfare 
is staging a comeback in U.S. planning. 
Tanks, stricken from military buving lists 
for five years, now are being demon- 
strated in Korea still to be the basic 
weapon for modern combat on land. 

Other military vehicles can be pro- 
duced in greater quantities than ever 
before, too. Prospects now are for a 
yearly production of 11,260 armored 
cars, against 5,509 in wartime 1944; of 
38,578 scout cars and carriers, compared 
with 18,874; of 1,268,000 military trucks, 
as compared with 621,000. 
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In aircraft, the outlook is for more 
than 100,000 planes a year with present 
materials and plant capacity, a rate never 
reached in World War II. After a build- 
up period under full mobilization, the 
present aircraft industry can produce 
about 37,500 bombers yearly, compared 
with the wartime peak of 35,003 bombers 
built in 1944. Fighter types can be 
turned out, at the same time, at the rate 
of about 41,600 a year, against 38,873 
in the biggest wartime year. Transport 
planes produced yearly can number 
10,500, compared with 9,834 built in 
1944. Other types —reconnaissance, train- 
er and similar special-purpose planes— 
can be constructed at the rate of about 
13,400, compared with 12,608 in war- 
time 1944. 

In ships, requirements will be rela- 
tively low because of the large stockpile 
of naval combat vessels, transports and 
merchant ships left over from World 
War II. But some new types would be 
built, and logistical plans for any war 
with Russia must assume losses from 
submarine attack. So, as a rough meas- 
ure, ship construction may be computed 
as taking half of the finished-steel re- 
quirements of 1944, or 7.8 million tons. 
That would still provide yearly construc- 
tion of about 190 combat ships, 13,694 
landing and other small vessels, and 893 


merchant ships. 


In ground-force weapons, however, 
needs will be high and production can 
be about double the maximum rate in 
the last war. Tank guns and howitzers, 


for example, can be turned out after a 
mobilization build-up at the estimated 
rate of 40,780 a year, compared with the 
maximum 


wartime rate of 19,991 in 


1944, Heavy field artillery can be pro- 
duced to the tune of 6,700 pieces a 
year, compared with 3,284 in the best 
World War II year. Antiaircraft guns 
can be added at the rate of 19,660 a year 
as compared with 9,636 in 1944. And 
the number of new mortars can reach 
50,680 yearly, against 24,842 in the 
peak wartime year. 

Ammunition for these Army weapons 
also can be abundant. Facilities for pro- 
ducing conventional shells are in ample 
supply, and there appears to be no short- 
age of materials or machine tools for 
making new-type rocket ammunition. The 
only limiting factor in sight now is cop- 
per, which will still be in bigger supply 
than in World War II. 

That’s the outlook if U.S. industry is 
fully mobilized. It adds up to a vast 
quantity of military equipment that can 
be made available to the West in a hurry, 
a much larger number of weapons, planes 
and tanks than was produced in World 
War II by this country for use by all of 
the Allied nations, including Russia. It 
shows, in large measure, why Russia is 
not starting a big war at this time. 

In civilian goods, at the same time, 
the outlook under full mobilization of 
industry is sharply down. With amounts 
of metals available for civilian use re- 
duced to the 1944 level, the supply of 
typical goods for consumers and business 
will approximate these levels: 

“Hard” goods, produced now for family 
buying, will be virtually cut off under 
such a program. No automobiles will be 
built for civilians. Electric refrigerators 
probably will be eliminated. Washing- 
machine production also will stop. Pro- 
duction of vacuum cleaners and electric 





ironers will be shut off. New radio and 
television sets will Siaanedas. Even mo- 
tor-truck output will be nearly elimi- 
nated. 

Other things for family or individual 
use that do not contain much or any steel, 
copper or aluminum, however, would not 
be greatly curtailed. These include such 
items as watches and jewelry, furniture, 
floor coverings, china, glassware, luggage 
and sports equipment. 

Private construction, in contrast, would 
face a serious cutback. With materials 
channeled into war production, the total 
amount of private building yearly is —_ 
to be cut from 11.9 billion dollars to 2 
billion, measured in 1939 construction 
dollars. Industrial, farm and public-utility 
construction probably will get priority. 
The big cut will come in residential con- 
struction. 

Equipment for industry, under this full 
mobilization, stands to be cut back by 
about 50 per cent. A large part of the 
decline would be due to a sharp curtail- 
ment in truck production. Small firms 
are almost certain to suffer most through 
this cutback in new equipment. High- 
est priorities will go to industries pro- 


ducing industrial machinery, engines 
and turbines, farm machinery, electrical 
equipment, and_ specialized _ scientific 
equipment. 


Gasoline and fuel oil, both for personal 
and business use, would be drastically 
curtailed, too. Long-range bombers, jet 
fighters, transports, a greatly increased 
tank force and a large fleet of naval and 
merchant ships for supplying U. S. and its 
Allies, all will consume vast quantities of 
fuel in any coming big war. Some stock- 
piling, thus, will be called for even if a 
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IN 3 YEARS 


Heavy, medium and light tanks of new 


design, all will be in, mass production. 





Aircraft production can be about 60,000 a 
year, or near level of World War Il. 


First atomic-powered submarine will be 


completed, with others to be ordered 
Long-range rocket artillery is to be in mass 
production 


~ Hydrogen-bomb stockpiling will begin. 


Atomic weapons for use by ground forces 
ore expected to be ready. 
Guided-missile bombs are scheduled ete 
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U.S. ARMS PRODUCTION: 
OUR ALL-OUT CAPACITY 


Here is the outlook for war production if U.S. industry, after five 
years of postwar expansion, is again placed on a full war footing. It 
assumes the same output of civilian goods as in World War II, a 50 
per cent cut in wartime shipbuilding because of the large number of 
ships on hand, and comparable types of war equipment to be pro- 
duced the next time. 

c————— Yearly Output ———_—_—__,, 


Peak Reached How High It 

in Last War, Can Go If Big 

1944 War Comes 

Medium tanks 13,468 27,529 
Light tanks 4,048 8,274 
Armored cars 5,509 11,260 
Military trucks 621,000 1,268,000 
Bombers 35,003 37,453 
Fighter planes 38,873 41,594 
Transport planes 9,834 10,522 
Total aircraft (all types) 96,318 103,059 
Combat ships 380 190 
Merchant ships 1,786 893 
Other vessels 27,388 13,694 
Heavy guns 3,284 6,700 
Tank guns and howitzers 19,991 40,780 
Antiaircraft guns 9,636 19,660 
Mortars 24,842 50,680 
Steel for arms (tons) 36,300,000 44,900,000 


ma oe 


JOB SEEKERS AT A TANK PLANT 
They could double the World War Il output 
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big war holds off, if all-out mobilization 
is begun. 

Civilian “soft” goods and services, final- 
ly, would be cut well back by shifts in 
the labor force. In the middle of World 
War II, for example, there were 415 
million persons producing civilian goods 
and services, where, under the bigger 
production of arms in a future mobiliza- 
tion, employment in nonwar industries 
would be cut down at least to 37 million 
workers. 

Schedule for industry now, how- 
ever, is based on a partial-mobilization 
plan that is geared to produce far less 
than this maximum output of arms and 
calls for scarcely any cutback in produc- 
tion of civilian goods. As a measure of 
how far current plans go, arms produc- 
tion is scheduled to take 4 million tons of 
steel yearly, or less than a tenth of the 
amount available for arms under a war- 
footing plan. In other words, the current 
stepped-up munitions program will pro- 
duce, roughly, one weapon where ten 
could be produced under full mobiliza- 
tion. 

The present program, moreover, is cal- 
culated to get real results only after two 
or three years. It will take that long for 
orders now being placed to be translated 
into mass production of land, air and sea 
weapons. As the chart on pages 14 and 
15 shows: 

In a year, only a start can be made 
on stepping up arms output. Aircraft pro- 
duction, now at an abnormally low level, 
can be no more than tripled. Light tanks, 
after a six-month tooling-up period, will 
be just getting into mass production. 
Medium tanks will still be in the tooling- 
up process. Other weapons, too, will be 
just starting in large-scale production. 

In two years, output of aircraft can 
again be tripled but, even so, will reach 
a rate of only 20,000 a year. Medium 
tanks will be just getting into mass pro- 
duction, with heavies in the testing stage. 
The H-bomb may be ready. Missiles of 
some types will start in big-scale produc- 
tion. So will new guns of various kinds. 

In three years, all three major types 
of tanks will be in large-scale production, 
output of aircraft will be reaching some- 
thing near wartime levels, the first atom- 
powered submarine should be ready, 
H-bombs are likely to be in produc- 
tion for stockpiling, most ground-force 
weapons will reach full scheduled pro- 
duction. 

Outlook, in other words, is for a 
limited increase in arms production now, 
a rate that will take about three years to 
get real results, but that can be stepped 
up greatly if a decision is made later to 
get into full-scale production. If that 
decision comes, U.S. industry is in a 
position to turn out arms for the West at 
a rate never equalled before in history. 
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Close-up of Hamilton, Ohio, 
| shows what war means to a city. 

Homes are being disrupted a 
bit. Few men seek to join up, but 
few fight the draft. Deferments 
are hard to get, anyway. 

Pinch is beginning to be felt, 
but not much yet. Prices are go- 
ing up, but the first flurry of 
panic buying seems over. 

Hamilton, like most places, is 
waiting to see what's next. 


HAMILTON, OHIO 

War gradually is changing the 
normal pattern of life in cities and 
towns throughout America. Even a 
small war, confined to a tiny area of 
the world, is beginning to break up 
| families, to interrupt careers, and to 
upset planning for the future. 

The story of what happens to a com- 
munity when war begins to seep in is 
found in any typical city. To get that 
story, a member of the Board of Editors 
of U.S. News & World Report went to 
Hamilton, Ohio, a community of diversi- 
fied industry and interests. What he 
found in this city of 58,000 is representa- 
tive of what is happening elsewhere. 

Hamilton, proud of its record in the 
last war, is doing all that is expected of 
it in this one. But there is no enthusiasm 
for war among the draftees and Reserv- 
ists who are being called upon to fight 
it. Korea seems far away, war a little 
unreal. There is reluctance among some 
people to make the sacrifices that war 
requires, but on the whole they are taking 
these sacrifices in stride. 

As in other U.S. communities, the 
war, up to now, is hurting only a minority 
of people. The majority, enjoying draft 
immunity or with no direct personal stake 
in the war, is attempting to carry on as 
usual. The first concern of many is to 
get what they can out of the war boom 
or to find a safe hedge against inflation. 

But the number of those beginning to 
feel the pinch of war is growing. Plans 
for new homes are being canceled or put 
aside for future use, marriages are having 
to be postponed, and plans for business 
expansion are being held up. War orders 
are showing up, but still on a small scale. 
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A CITY ADJUSTS TO THE WAR 


7 Reported from HAMILTON, OHIO 


There is worry over prices and wages. 
Merchants sometimes have to scramble 
for goods. Scare buying that marked the 
early days of the Korean fighting has 
almost disappeared. 

It is in talking with the draftees and 
Reservists that the visitor gets an insight 
into attitudes and reactions in a city like 
Hamilton. What is found is a reluctance 
to quit school or give up jobs for an 
uncertain tour of duty in a far-off war. 
Every man who is eligible for military 
duty is looking beyond the 
war in Korea to the bigger 
war that may come later. It’s 
the uncertainty of the future 
that bothers them most. 

One young draftee, just out 
of college, summed up the at- 
titude of many others when 
he said: “The Korean situa- 
tion is a lousy mess.” But he 
and the others made it clear 
that, while the job ahead was 
a nasty one, it had to be 
done and they would like to 
hurry up and get it over. 

Many Hamilton youths are 
fighting in Korea. At least 
three have been wounded. A 
fourth, a veteran of Pacific 
fighting, is missing. Hamilton 
already is finding familiar 
names in casualty reports. 

Mobilization in this com- 
munity got off to a slow start, 
but is speeding up. 

Reservists, for the most part, are 
waiting to be called, are not volunteering 
for active duty. As one explained, “We 
are all patriotic, but there is no sense in 
sticking our necks out. A man can get 
stuck for several years with nothing to do, 
if the war never spreads beyond Korea. 
And we know that when we are wanted 
we will be called.” Only a few Reservists 
have been called, although for more than 
a month many have been on 24-hour 
notice. Being alerted without being called 
keeps men jittery, makes them wonder if 
an alert means much. 

Among the first to be called are special- 
ists in electronics with a knowledge of 
radar. The services want these men badly 
and can fit them into existing units or 
laboratories. Physicians also are much in 
demand. Those in the Reserves, who 
served in the last war, are being asked 
to recruit younger physicians who have 
not served. The younger men, however, 
hesitate to give up practices and families 





for an indefinite time, and many of the 
Reserve physicians may soon be called 
upon to report for duty themselves. 

Hamilton’s National Guard Unit, an 
infantry company, has dwindled to 41 
men, less than 25 per cent of authorized 
strength. Most men canvassed in a Guard 
recruiting drive declined to volunteer, 
said they would take their chances with 
the draft. 

Draft is expected to take close to 300 
men from Hamilton during the autumn 





and winter. These will come from a pool 
of 1,000 youths who are classified 1-A. 
This pool of 1,000 will shrink to around 
400, however, after the physically unfit 
are culled out and students are de- 
ferred. At least 500 probably will be 
rejected for physical reasons, and an- 
other 100 college students will be de- 
ferred until June. 

A first group of 33 men now is being in- 
ducted, about 100 more are to go in 
September and perhaps 175 more be- 
tween November and February. 

Few deferments are being asked and 
fewer are granted. Industry’s policy is to 
seek deferment only of men in key jobs, 
and then only until replacements can be 
trained. Several full-time farm workers 
have been deferred, but deferment was 
refused a youth, with a factory job, who 
helped his father on a farm after hours. 

Draft evasion is not much of a prob- 
lem, although the draft board suspects 
that a few marriages have been hurried 
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up to permit 1-A’s to be reclassified. 
There is no clear-cut evidence of intent 
to evade, however, and the board has 
not cracked down. Failures to register 
or answer questionnaires are uncommon- 
ly low, only 50 in a registration of 5,000. 

Shattering of plans for marriages, 
homes, careers, education and many 
other things are the upsetting part of 
mobilization in Hamilton and elsewhere. 
Examples show what is happening. 

A Marine Reserve captain learned the 
day after buying a new home that he 
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was to be called up. He turned the house 
back to the builder. A 22-year-old Prince- 
ton graduate, just starting a banking 
career with his father, was called to 
Army training. A real estate broker, a 
major in the Air Force Reserve with 
engineering duty in World War II, is 
turning his business over to someone else. 
He will go back to building air strips. 
The city itself is outwardly calm about 
the war. There are no flags, no bands, 
only a sprinkling of uniforms. But, even 
though the war is a long way off, a civil- 














ian-defense organization is being started, 
just in case. 

War orders for such things as tank 
parts, wiping cloths for naval machinery, 
etc., are just beginning to trickle in. But 
these orders are almost lost in the citys 
booming production of civilian goods. 
Hamilton industry is building Diesel en- 
gines for railroads, thousands of auto 
bodies for Detroit plants, and machine 
tools, castings and paper that are sold 
throughout the country. Factories are 
swamped with orders, some are operating 
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six or seven days a week. Jobs are plen- 
tiful, earnings high and money abundant. 

Consumer spending is high, but is 
fairly normal again after a spurt of “scare 
buying” brought on by earlier fear of 
all-out war. People seem convinced now 
that there still is time to buy the things 
they once thought would be scarce. De- 
mand for new cars is leveling off, though 
many dealers still cannot fill their orders. 
The rush to buy tires and appliances is 
letting up, but it has left stocks depleted 
or exhausted. There still is some scram- 
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bling for television sets, in anticipation 
of an excise tax and restrictions on in- 
stallment buying. 

Rising prices bring many complaints 
from consumers and businessmen, but 
there is no agreement that the time has 
come for the Government to clamp on 
price controls. Almost everybody seems 
willing to accept the idea of price control, 
and other types of control, on a stand-by 
basis, but there is a lively difference of 
opinion over how controls should be 
applied, and when. 
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—Rife, Dayton Process; Mayfield Photos 


The most spectacular price increases 
have occurred in steel scrap and in paper 
scrap. A Hamilton paper mill is paying 
more than three times as much for scrap 
paper as it paid three weeks ago. Mer- 
chants, watching prices of soft goods 
and appliances climb, are concerned 
about further increases later. Builders are 
afraid rising costs of materials will price 
new homes out of the market. There is 
grumbling among merchants, distribu- 
tors and bankers that some increases are 
unnecessary, that they are being made in 
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DRUGSTORE DISCUSSION 






~Rife, Dayton Process 


The war is topic No. 1 


anticipation of increased demand _ for 


goods. Suppliers sometimes are suspected 
of holding back goods to stimulate de- 
mand and run prices up. 

Wages, too, are moving higher in 
contracts now being signed. Union de- 
mands for raises, chiefly by auto workers, 
run to 25 cents an hour. One shop has 
settled for 6 cents, but there is no assur- 
ance that this is to be a pattern for the 
community. Many negotiations are com- 
plicated by the fact the machine shops 
and foundries need to enlarge their 
working forces. They are beating the 
bushes for skilled workers, but are find- 
ing few. Some employers want to make 
sure, in case of a wage freeze, that their 
pay scales match those of firms that 
might be competing with them for 
workers. 

There is disagreement, too, over wage 
controls. Unions are against a freeze, and 
many employers want to be well set with 
a labor force before any freeze occurs. 

Merchants find that war creates 
many special problems for them. De- 
liveries are slow and uncertain. Appli- 
ances and some other goods are sold to 
them on allocation. There are long waits 
before orders are filled for freezers, re- 
frigerators, washers, furniture and other 
items. 

Uncertainty over future prices adds 
to buying problems. One appliance and 
furniture dealer, who believes that full- 
scale rearming is coming soon, said: “I’m 
buying everything I can.” A merchant 
dealing largely in soft goods reports that 
he is ordering further ahead than he 
normally does, but is not “running wild.” 
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Money is a little tighter for those 
who want to borrow. Banks are taking a 
good look at loan applications, with an 
eye to the possibility of a borrower's 
being called for military duty. Builders 
have plenty of trouble getting construc- 
tion loans, because of uncertainty over 
prices and availability of materials. Home 
building is being cut back for the rest of 
this year, partly because of the lending 
situation and higher prices. 





Political effect of war in Hamilton, 
as in the country as a whole, seems to 
hinge on the progress of the fighting at 
election time. It is generally agreed that 
the Administration needs some successes 
to offset Republican charges of blunder- 
ing, waste and unpreparedness for war, 
If the war is going well in November, the 
Democrats will benefit, because there is 
rather general support for President Tru- 
man’s stand on Korea and a tendency te 
blame Russia for war troubles. If the war 
is not going well, however, the Republi- 
cans are expected to make substantial 
gains in Congress. 

Hamilton is the type of community 
where upsets can occur. It has a large 
bloc of independent voters, who give 
the impression that they have not yet 
decided how they will vote. In this re- 
spect, they are like millions of independ- 
ent voters elsewhere. 

There is little proof that the voters 
of Hamilton are ahead of Congress in 
their attitudes toward rearming or con- 
trols. Few seem dissatisfied with the 
pace of mobilization. Their attitude 
toward controls is divided, as is that 
in Congress. A heavy tax on excess profits, 
which Congress is inclined to delay, 
is a popular idea, but there also is 
plenty of opposition, especially in  busi- 
ness groups. 

Hamilton’s experience, applied to the 
country as a whole, indicates that the 
burden, barring full-scale war, is to be 
carried largely by young draftees, Re- 
servists and their families. For the ma- 
jority of people, life will go on pretty 
much as usual. 


-Rife, Dayton Process 


STEEL SCRAP 
The price increase has been spectacular 
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AID TO GI 








Pattern for Government help 
to GI families now is set in Con- 
gress. Result is to pave the way 
for drafting of married men. 

Idea is to boost take-home pay 
for those called up. But increases 
are small for everybody except 
the privates. 

Here are questions and an- 
swers on what a serviceman and 
his dependents can expect: 


What will family allowances be? 

They will vary, according to a man’s 
rank. For recruits, privates and privates 
first class, the sum is to be $85 a month 
for a wife or parent; about $110 a month 
for two dependents; about $125 for three 
or more. Exact figures are being deter- 
mined this week. 

» — This ts all extra, above other pay? 

No. Men in these three lowest grades 
will contribute $40 a month from base 
pay. So their net gain, in take-home pay, 
will be between $45 and $85 a month. 

What about men in higher grades? 

They already get substantial family 
benefits in “quarters allowances” and they 
will gain little from the new rules. The 
proposal is to change the name _ of 
quarters allowance to family allowance, 
then increase it by $2.50—to $70 a month 
-if there are one or two dependents. 
It would rise $17.50—to $85 a month— 
for three dependents or more. 

These noncommissioned officers also will 
have to contribute at least $60 a month 
from base pay, under one suggested plan. 
Total family allotment for them in that 
case will amount to about $130 a month 
for one or two dependents; $145 for three 
or more. But Congress may decide to let 
the noncom determine the amount of his 
contribution. 

Will officers get family allowances? 

No. And there is no change in their 
quarters and subsistence allowances. 

When do the new family allowances 
start? 

When a man enters federal service. 
For those already on duty, payments 
will be retroactive as far back as July 1, 
1950, 

Who will actually receive allotment 
checks? 

_A soldier’s family. A serviceman can 
crease the amount by authorizing a 
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Congress Gives Most to Lowest Grades 


larger contribution from his base pay 
than is required by. the rules. 

Can he stop the allowance? 

Not while his dependents need the 
money. If a man does not claim an al- 
lowance voluntarily, an allotment can be 
established for him if proved necessary 
for his family. 

Who can be dependents? 

Wives and children will be considered 
dependents automatically. Parents and 


Why the drastic changes in family 
allotments? 

Senator Tydings (Dem.), of Maryland, 
chairman of the Senate Armed Services 
Committee, states the reasons this way: 
Under the Career Pay Act of 1949, non- 
coms received substantial pay hikes— 
enough, in the opinion of Congress, to 
provide for support of families. So it is 
felt that only lowest pay grades need 
more money now. 





ae 
—Harris & Ewing 


SENATOR TYDINGS EXPLAINS FAMILY ALLOWANCES 
Privates get the biggest boost 


others may be claimed as dependents, but 
proof will be required. 

Are all services to be treated alike? 

The same system is to apply through- 
out the armed forces. But Reservists and 
National Guardsmen participate only 
when they go on extended active duty 
in federal forces. The extra allowance will 
not be paid while a man is on temporary 
training duty, such as in National Guard 
maneuvers. 

How does the new system compare 
with that of World War II? 

There is little resemblance. The old 
system provided $50 a month for a wife, 
$30 more for the first child; $20 more for 
each additional child, without limit. A 
man with a wife and four children thus 
gained $118 a month, after subtracting 
the $22 contribution from his base pay. 
The new system gives a maximum gain 
of about $85 a month. Also, all enlisted 
men were treated alike in World War II. 


No extra help is extended to men with 
big families because Congress wants 
them deferred as hardship cases, kept 
out of service altogether, to the extent 
that it is feasible. 

Are there any other extra benefits in 
sight for servicemen? 

Yes. Congress is preparing income tax 
exemption for men and officers in com- 
bat areas, for example. The Senate Fi- 
nance Committee recommends tax ex- 
emption for all pay of enlisted men and 
warrant officers while in the combat zone. 
Commissioned officers would get an ex- 
emption of $200 multiplied by the num- 
ber of months they served in combat 
areas—a maximum of $2,400 a year. 

Another benefit, potentially worth a 
great deal in individual cases, may come 
from a proposed system of medical care 
for servicemen’s families. The armed 
forces oppose it, but Congress still is 
considering the idea. 
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WHAT TO DO ABOUT RAIL STRIKES __. 
AN INTERVIEW WITH GEORGE M. HARRISON 


President, Brotherhood of Railway Clerks 





EDITOR’S NOTE: How can the nation avoid 
the throttling of its normal life by major railroad 
strikes? 

Is the answer to be federal seizure or compul- 
sory arbitration, with both sides bound to accept 
the arbitrator's finding, or some other change in 
the Railway Labor Act, under which all rail labor 
disputes are handled? 

To discuss these and related questions, the ed- 
itors of U.S. News & World Report invited to 
their «onference rooms George M. | /arrison, who 
has helped to write labor laws and is head of the 
Brotherhood of Railway Clerks. This is an 
AFL affiliate, and is not connected with the inde- 
pendent Brotherhood of Railroad Trainmen and 
the Order of Railway Conductors, which issued 
and then canceled a strike call last week. 





GEORGE M. HARRISON was 14 and just out of 
grade school when he got a job as railway clerk 
in his native Missouri. 

He was a full-time union official at 22, presi- 
dent of the Brotherhood of Railway Clerks at 33, 
and a vice president of the American Federation 
of Labor at 39. He is now 55. 

His union, relatively weak when he became its 
chief, grew in 13 years to be the largest of the rail- 
way labor organizations and now has a third of a 
million members. 

Mr. Harrison has served on several presidential 
commissions concerned with problems of labor- 
management relations and as delegate to the In- 
ternational Labor Organization. He directed the 
labor division of the Democratic National Com- 
mittee in the 1948 campaign. 








Q People object to strikes on the railroads be- 
cause such strikes interfere with their daily lives. Mr. 
Harrison, what 1s the answer? 

A I think everybody objects to being inconven- 
ienced. I objected when I couldn’t get certain things 
following the war. It didn’t do me any good. Some- 
times I object when a manufacturer discontinues the 
production of a certain line of merchandise. 

Q But when you inconvenience the whole country? 

A If you are talking about stoppage of transporta- 
tion on a half-dozen railroads, so far as the national 
welfare is concerned, there is no appreciable adverse 
effect. It may be a matter of concern to a particular 
area or community or group of people, but it is not a 
national problem which disturbs the national health 
or security of the nation. I do not know of any work 
stoppage on an individual railroad that could create 
a national crisis. 

Q Do you think that compulsory arbitration ts less 
or more desirable than seizure? 

A I think if we get a stoppage of railroad trans- 
portation as a result of a strike that is of proportions 
that the national welfare becomes seriously affected, 
and something must be done to furnish transporta- 
tion, then I think seizure and operation of the rail- 
roads in the interest of protecting the national wel- 
fare is preferable to compulsory arbitration. We are 
against compulsory arbitration because it destroys 
one of our basic freedoms, and it can’t stop there— 
it will lead beyond that. 


Q The other day on the Rock Island didn’t you 
have a destruction of the freedoms when a court order 
required those people to go back to work against their 
will on a seizure? It’s the same thing, isn’t it? 

A To that extent I would differ with the action 
taken by the Government, telling those men to go 
back to work. They weren’t working for the Govern- 
ment when the railroad was seized—they were strik- 
ing against a private employer. I think the Govern- 
ment could very well enjoin them from interfering 
with the Government’s operation of the road. 

Q Then you are proposing a different form of 
seizure than we've had before? 

A Weare proposing genuine seizure by the Govern- 
ment in the public interest, and that the parties be 
paid just compensation for the use of the property 
in the public service, and that the wages of the men 
be fixed for the temporary period of time when the 
Government operates it. 

Q Doesn’t the Government fix the return on the 
investment now? 

A No, the Government doesn’t fix the return on 
the investment of the railroad owners. 

In the Transportation Act of 1920, the Interstate 
Commerce Commission was directed to fix rates at a 
level that would yield a return of 514 per cent, but 
there was no absolute mandate for the Commission 
to do this. 

Q And they spent about 20 years determining what 
was a fair value, didn’t they? 


— 
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Seizure Advised in Public Interest ... Interim Pay 


For Both Parties . . . Compulsory Arbitration Opposed 


A Yes, and then the Supreme Court disturbed the 
whole underlying arrangement and made it impossi- 
ble to even make a gesture toward compliance with 
the law. In 1940, Congress revised the law and put in 
a new rate-making formula. The present rate-making 
formula is that rates shall be fixed at a level that will 
encourage the flow of traffic and yield a fair return 
for the services rendered. 

Q Then the type of seizure that you would go 
through theoretically would fix compensation for 
workers and for the railroad? 

A Yes, for the property used in the public interest. 

Q During that period the profits of operation would 
go to the Government? 

A Yes, and the operation would be charged with 
whatever expense was incurred by the Government 
in operating the property. 

Q In other words, they’d have to settle on the 
union terms? 

A No, they wouldn’t. I can visualize where the 
men may not be satisfied with the wages fixed by 
the Government tribunal while it is in Government 
possession. I think it removes the area of conflict— 
puts them down to talking in real collective bargain- 
ing so they can reach a settlement. 

Q The profits would be confiscated, then? 

A There wouldn’t be any profit—it would go into 
the U. S. Treasury. There might very well not be any 
profit over and above the just compensation to the 
employes and to the owners for the use of the 
property. 

Q And conversely the loss would be absorbed by 
the Government? 

A Yes. 


Rental During Seizure 


Q What about that return to the railroad during 
the period of seizure? 

A Well, let us say the property was worth “X” 
dollars, and they were entitled to 3 per cent for the 
money invested. Then 3 per cent of X dollars is 
“Y” dollars. Now the property earns that or it 
doesn’t earn that while the Government has it, but 
the Government pays that rental to the owners for 
the use of the property. All profits accruing from the 
operation belong to the Government. 

Q What pressure would you have corresponding- 
ly on the workers? 

A Well, we assume that the Board will fix a wage 
that will not be to the liking of either side and there 
will be pressure on the employes to get free of 
Government operation and get back into collective 
bargaining. 





~Harris & Ewing 


GEORGE M. HARRISON 


Q Then you would have pressure as a result of the 
seizure that you think would result in agreement? 

A I think so—that’s the reason we proposed it as a 
solution for the public interest. 

Q What is your opinion, Mr. Harrison, of the bill 
for compulsory arbitration of disputes on the rail- 
roads as proposed by Senator Forrest C. Donnell, of 
Missouri? 

A I think the Donnell bill is fascism unmasked, 
and it is not in keeping with our democratic 
procedures. 

Q Isn’t there any precedent in the public-utility 
industry for compulsory arbitration? 

A Not of the variety proposed by Senator Donnell. 
In some of the States, I think, we have laws for arbi- 
tration of labor disputes in public utilities. While 
these laws require labor disputes be submitted to arbi- 
tration, they do not require the decisions be accepted. 

Q So that you have no compulsory acceptance of 
decisions in any of the States? 

A Not that I know of. 

Q Do we have it in any other industries in the 
United States? 

A Not that I know of. There may be a few agree- 
ments by collective bargaining. 

Q But what about by law? 

(Continued on page 24) 
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A No. As far as I know there are only these laws 
concerning public utilities, telephone, gas, water, 
streetcars. 

Q Do you visualize the Government seizure you 
propose as only temporary? 

A Yes. 

Q You don’t favor Government operation? 

A No. We are for private enterprise and we were 
astounded when the railroads junked that philosophy 
and embraced compulsory arbitration. 

Q Did all the railroads embrace it? We hear that 
some of the railroad presidents don’t agree with it. 
A Well, I think your reports are well founded. 

Q Do you think the Railroad Labor Act as written 
now is a good law? Does it need changing? 

A I think it could be improved. Basically, I think 
the law is fundamentally sound. It relies, in the first 
instance, upon collective bargaining with Govern- 
ment assistance, to reach a final accord. 

The difficulties experienced recently under the law 
arise out of the fact that we have not had genuine 
collective bargaining. The railroads have said ‘‘No” 
on every request for wage increases that has been 
submitted to them since 1937, with one exception, and 
that was the last settlement made with the operating 
organizations. From the very beginning of negotia- 
tions they rely on these governmental boards to bail 
them out. 

So you will understand what I am trying to say: 
There is a group of railroad officials that has always 
felt that if they voluntarily agreed to an increase in 
wages, thereby increasing their operating expenses, 
and necessitating an appeal to the ICC for an in- 
crease in rates for transportation, they would be 
severely criticized by the ICC for granting those in- 
creases in wages. So they’ve taken refuge behind 
these presidential emergency boards and assumed 
the attitude, “Well, if the Government recommends 
that we do it, then the other governmental agency, 
namely, the Interstate Commerce Commission, can- 
not criticize us for doing what another tribunal recom- 
mended that we should do.” 


Effect of Cost on Volume 


Q As cost has gone up for railroads, more and more 
traffic has left the rails, hasn't it? 

A Well, that is true in this sense only: Percentage- 
wise the share of total transportation business of the 
country handled by the railroads has declined, and 
percentagewise the share of transportation business of 
the country handled by competing transportation 
agencies has increased—but the total volume of trans- 
portation business handled by the railroads has 
constantly increased. 

Q Hasn't the volume of business handled by busses 
gone up still faster? 

A Yes, they have grown more rapidly, and high- 
way truck transportation has grown more rapidly. 

Q Getting back to that very interesting point you 
made about lack of genuine collective bargaining be- 
cause the railroads feel they do not dare agree volun- 


tarily to increased wages, what is the remedy for 
that? 

A The remedy is the abandonment of the theory 
and to deal with realities. 

Q You think the Commission would not object? 

A I don’t see how the Commission could con- 
scientiously or in good faith or in the public interest 
object. The Transportation Act that we are now work- 
ing under provides the purpose of regulating the 
railroads of the country is to provide an adequate 
national transportation system capable of mecting 
the needs of the commerce of the country, the na- 
tional defense and the postal services. And for this 
purpose, the Commission shall administer the law in 
order to afford an opportunity for just and reason- 
able wages and working conditions to be established 
through the processes of collective bargaining under 
the Railway Labor Act. 


Against Emergency Boards 


Q Can there be any real collective bargaining 
when you've got a law like that that makes going 
through this whole routine just automatic? 

A I wouldn’t undertake to defend the Presidential 
Emergency Board provision. That was imposed on 
us in 1926. We resisted it then—we didn’t think it 
would contribute to a solution of the difficulties. But 
President Coolidge sent a message to Congress and 
said he wanted that particular opportunity for the 
President to use the influence of his office to bring 
about a solution of that kind of controversies. We 
don’t claim any parenthood and, therefore, don’t 
undertake to defend it. 

Q The Government itself asked for the trouble in 
the first place, didn’t it? 

A Yes, that was proposed by Mr. Coolidge when 
the law was under consideration. We resisted it. 

Q When you say “we” do you mean all of the rail- 
road unions? 

A Yes. 

Q Didn't all the Brotherhoods and the railroads 
Set together on those amendments in 1926? 

A Well, we did, but it did not include the Emer- 
gency Board provision. 

Q What was your procedure? 

A Voluntary arbitration after mediation failed. 

Q Then if they didn’t arbitrate? 

A Then we had the right to strike. 

Q Are there any amendments to the Railway 
Labor Act that you would favor now? 

A We haven’t agreed upon any amendments, but 
I think if we had a provision in the Railway Labor 
Act providing certain standards that the Mediation 
Board and the President would have to follow in 
selecting members of an emergency board, it might 
insure a better opportunity of it working. 

Q What type of man should you have on the 
boards? 

A I think first-class economists would be valuable 
people to have on the boards. Wage changes involve 
social and economic questions. 
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Q What is your attitude toward amendments 
affecting decisions of the Railroad Adjustment 
Boards? 

A Well, the decisions of the Adjustment Boards 
are final and binding under the law and that is the 
way it has to be. We agreed to have the Adjustment- 
Board arrangement for the settlement of disputes 
arising out of the interpretation and/or application of 
our labor contracts. We felt we could let those dis- 
putes that arise from day to day go to the Adjust- 
ment Board for final adjudication. The unions have 
accepted and applied all the decisions that have been 
handed down by the Adjustment Boards. We won 
some cases we perhaps should have lost. We’ve lost 
some cases perhaps which we should have won. But 
the railroads won’t do that. They get an adverse de- 
cision they don’t like, and they won’t put the decision 
into effect. 

Q Is there any right of appeal? 

A There is none now. If they don’t put the de- 
cision into effect we’ve got a right to strike under the 
present law. They don’t like that; they want us to 
go into court and sue. We say, “Nothing doing— 
were not going to sue. We were before the Adjust- 
ment Board; you had your day in court, you got your 
decision.” 

Q Isn’t that a pretty important source of friction 
between the railroads and the unions? 

A Everyone who gets defeated in a litigation is 
dissatisfied. 


Interpreting Contracts 


Q What is your attitude toward the ‘“‘closed shop” 
question? 

A I don’t know anything about the “closed shop” 
in our industry. We have suggested an amendment 
to the Railway Labor Act to permit us to negotiate a 
“union shop.” The distinction between the one and 
the other is: With the “closed shop,” as I under- 
stand it, the employer can hire no person except a 
member of the union, while in the “union shop” he 
may hire whom he pleases. But in a stated period 
after the beginning of employment an employe 
must join the union as a condition of continued 
employment. 

Q You don’t have that? 

A No. We don’t have any kind of union security in 
the industry. It is prohibited by the Railway Labor 
Act. We want an opportunity to negotiate for 
“union shop” agreements. And we think it would be 
good for the industry if we had it because much of 
our labor disturbance is caused by the pressure that 
is put on union leadership by certain elements of the 
tank and file of the workers. 

Q What percentage is unorganized? 

A About 20 per cent. Some railroads are organized 
95 per cent. Some are only organized 60 per cent. 

Q Your clerks cannot get a “union shop” although 
a clerk working across the street can get a “union 
shop’’? 

A That’s right. 


a 





Q They both do clerical work, but under one 
statute the clerk can’t get it, while under another 
statute he can? 

A Take my own union, for instance. Part of my 
members work under the Taft-Hartley law and I 
have “union shop” agreements for them. 

Q What are they? 

A Well, we have some warehouse companies, some 
bus terminals, and they come under the Taft-Hartley 
and we have “union shop” agreements. We have a 
“union shop” agreement with freight-forwarding 
companies. 

Q What about busses and trucks? 

A Yes, they come under the Taft-Hartley Act 
and they have “union shop” agreements with the 
unions. 

Q Has the Brotherhood of Railroad Trainmen 
tried to get into that? 

A The Brotherhood of Railroad Trainmen have 
some of the bus drivers organized—just how many I 
don’t know. 

Q Will the “union shop” proposal you are making 
apply also to all the Brotherhood unions? 

A Oh, yes, to all of the railroad unions, both 
operating and nonoperating. 


Why ‘Union Shop’ Was Lost 


Q Why was that omitted, do you think, from the 
Railway Labor Act? 

A Well, it wasn’t omitted. Up until 1936, when 
the law was last amended, we could negotiate “union 
shop” agreements and they had “union shop” agree- 
ments for some of the company-dominated unions 
they had in the railroad industry up to that time. 
We sought to amend the Railway Labor Act in 1936 
to make it illegal for the railway managers to main- 
tain company-dominated unions. And we proposed 
prohibitions against certain activities by manage- 
ment officials that made it possible to maintain 
company-dominated unions. Among those provisions 
was that management should not deny the right of 
any employe to join the union of his choice, and then 
management proposed that employes should not be 
required to join the union holding the bargaining 
rights. 

Q Isn’t there an end to all this raising of wages 
and so on? 

A I think we all want a rising standard of living. 

Q What is the chief reason for the pressure for 
raising wages—cost of living? 

A No, it’s a relative situation. If we look at the 
record we find that railroad wages have pretty well 
trailed behind the changes occurring generally in in- 
dustry. Railroad wages have a tendency to lag on 
the uptrend and they have a certain amount of re- 
sistance on the downward trend. And before we can 
make a case for an upward change in wages we have 
to cite statistically what has happened to wages in 
other American industries—what has happened to the 
cost of living. We are always trying to catch up to 

(Continued on page 26) 
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standards that have already been established in 
other industries. 

Q You say you must cite those statistics—is 
there some provision of the law which requires it? 

A One of the controlling factors in wage deter- 
minations is the trend of wages for comparable 
workers in other industries, and the relative treat- 
ment of previous changes in wages of railroad men 
compared to the changes in other industries, and 
cost of living. 


No Standard Pay Scale 


Q What is the answer to the problem of a rail- 
road that doesn’t have as good an income as 
another railroad, yet has to pay prevailing wages 
| that the larger railroad may be able to afford but 
which the smaller-volume railroads cannot? 

A Well, there are differentials in wages between 
railroads. There is no standard wage scale for all 
nonoperating employes on every railroad in the 
country. The fact of the matter is there is no 
standard for many of the railroad workers on a 
single railroad. The rates vary. But there were 
certain relationships established, back in the days 
before we had much labor organization, between 
wages on different railroads, and for the most part 
this has been maintained. 

Q Then, like work doesn’t get like pay on the 
railroads? 

A No. 

Q When you negotiate these contracts do you 
negotiate differentials? 

A No, we just negotiate a horizontal adjustment 
in the wage rates then prevailing. 

Q And that means different costs for different 
railroads? 

A That’s right. 

Q Then you don’t really have industry-wide 
bargaining, do you? 

A Yes, we have industry-wide bargaining. Let 
us assume that the men get $8 and $9 a day and 
we are asking for an increase of $1 a day for every- 
body. The $8 men get a dollar-a-day increase and 
the $9 men get a dollar-a-day increase. The same 
differential in wage rates is maintained. 

Q But the percentage wouldn’t be the same? 

A The percentage would vary but the dollars 
would be the same. We don’t disturb the basic 
wage structure by these horizontal wage increases. 

Q Do you ever come down? 

A We negotiated the very first nation-wide 
agreement in 1933, when labor voluntarily accepted 
a 10 per cent reduction in wages, and then we ex- 
tended it two additional years. So it was in effect 
for a total of three years by voluntary agreement. 

Q When was that? 

A That was on Feb. 1, 1933, and it ran for three 
years. 

Q Do your unions feel identified with the move- 
ment to promote the prosperity of the raiiroads 
through increased traffic, better rates, and so on? 














A Our railroad unions have always shown a 
disposition to co-operate with railroad manage- 
ment in the solution of many problems of mutual 
interest to management and labor. We hold the 
fundamental beliefs that if the railroad industry is 
prosperous and serves the nation well, our oppor- 
tunities for continued employment with better 
wages and better conditions are increased. 

Q Have you gone on record in connection with 
the question of trucks on the highways? 

A We have tried to solve some of the problems 
arising out of abuses of the highways by these 
heavy commercial trucks. 

Q And they are competitors of yours? 

A Well, we have approached that more or less 
as a citizenship interest—we are taxpayers, and 
we don’t get much satisfaction out of these com- 
mercial trucks tearing up our highways. 

Q Are the nonoperating unions thinking about 
another wage increase? 

A I hope that the disturbance in Korea won’t 
cause inflation and force up living costs. It is 
possible it will. 


Average: $1.51 an Hour 


Q Is there an average wage in the railroads? 

A The last available reports show the average 
hourly earnings of the 1 million nonoperating em- 
ployes to be $1.51 an hour. That’s the average 
hourly earnings, not the average hourly rates. 

Q How does that compare with other average 
hourly earnings? 

A That is just about the average hourly earn- 
ings of the durable-goods industrial workers. 

Q Is that for a 40-hour week? 

A Yes. My recollection is the wages have 
about doubled in hourly rates since the beginning 
of 1937. 

Q Many railroad men make $100 a week or 
more, don’t they—the engineers, and so on? 

A I wouldn’t say many—there are some that 
make $100 a weck, I would think. The average 
earnings of the engineers as a group amount to 
around $325 to $340 a month, and they must pay 
their eway-ifrom-home living expenses out of their 
wages. 

Q Are the CIO and AFL any closer to actual 
merger? 

A I don’t think they’re any closer to actual 
merger although I think there is a better spirit of 
wenting unity in the two major labor groups than 
at any other time. 

G@ Would you say the spirit existing between the 
railroads and their workers is less antagonistic 
than it fs in other industries? 

A Well, I think we have very good relations in 
our railroad industry between the labor people and 
manegement officials. While we vigorously dis- 
agree with each other on occasions, nevertheless 
we are still able to sit down and talk to each 
other. 
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A German Army is in the 
works as part of a West Europe 
Ten divisions— 


defense force. 
maybe 250,000 men—is being 


talked. 


U.S., behind the idea, wants 


: German man power trained and 
# equipped in case Russia marches, 
starts a push to the west. 


Plan needs French, British sup- 
port. Chances are it will come if 


German Army is kept in bounds, 
doesn’t get too strong. 


FRANKFURT 

The United States is pushing for 
establishment of a new German Army. 
the 
U.S. plan, are to form part of the uni- 

? fied defense force for Western Europe. 


West German divisions. under 


Fear that the Communists might pick 
Germany as the second front in 
“warm war,” now under wav in. Korea, 
is behind decision of the United States. 
Already Russia is training a 
force of 80,000 Germans, with 
and artillery, in her occupation zone. 
Back of them stand about 135 Russian 


divisions in Europe, plus the armies of 


+ satellite nations. 











—Black Star 
CHANCELLOR ADENAUER 
.. an army of policemen? 
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Reported from FRANKFURT 


Opposing this strength, Atlantic Treaty 
countries have scarcely more than token 
forces in Europe. Feeling is that the 
build-up of these forces, if it is to be- 
come really effective, must draw on 
Western Germany’s man power. 

U.S. plan to use this man power, it 
now can be disclosed, calls for some- 
where around 10 German divisions, with 
auxiliary troops. France is inclined to 
favor the idea, and there is a good chance 
that Britain will swing into line if there 
are enough safeguards to keep Germany 
from again becoming a military nation. 

What U. S. wants, along with other 
Atlantic Treaty countries, is a quick in- 
crease in strength ready to oppose any 
westward push by the Communists. Brit- 
ain, France, Belgium and The Netherlands 
are talking about expanding their forces 
in Europe to a total of about 35 divisions, 
provided they get enough U.S. help in 
equipping them. 

Even this increased strength, along 
with such additional troops as the U.S. 
sends over to Europe, will not be enough, 
however. German help, thus, would be 
useful. 

Germany's part in the troop build-up 
probably would be around 250,000 men. 
That figure has been submitted to U.S. 
High Commissioner John J. McCloy, al- 
though it is not yet firm. U.S. officials 
believe it would be fairly easy to man 
such a force with volunteers, including 
former officers and enlisted men with 
combat and_ staff experience. Belief is 
that this force, if organized, can be de- 
veloped into a fighting outfit in less than 
a year, once it receives the go-ahead 
order and the necessary equipment. 

Objections will have to be met, how- 
ever, if the idea of establishing a Ger- 
man Army is carried out. British Labor- 
ites and French Socialists will not go 
along with it unless the Germany Army 
is definitely a subordinate part of a uni- 
fied force under a European War Minis- 
ter, along the lines suggested by Win- 
ston Churchill. 

Even in Western Germany, the atti- 
tude toward a German Army is mixed. 
Chancellor Konrad Adenauer wants top 
priority given to organizing a West Ger- 
man “police force” able to cope with the 
Russian-trained force in East Germany. 

A good many Germans remember 
bitterly that past governments under 
strong military influence have got their 
country into two wars and ended in de- 
feat. They fear that a new Army, unless 


AN ARMY FOR GERMANY SOON? 


closely controlled, might be running the 
country before long. Kurt Schumacher. 
Socialist leader, is the main spokesman 
for this point of view. 

Safeguards to meet these objections, 
thus, are a part of the U.S. proposal. 
German troops, under this plan, will be 
under strict control of the united defense 
setup for Western Europe. Equipment 
will be obtainable only from central 
depots built up to serve all the armies 
of Western Europe. 

A further safeguard is the fact that 
Germany will not be allowed to have an 
air force. U.S. officials sav that a central- 
ized air force of Western Europe would 
be able to keep the new German Army 
from taking over the country. 

The whole problem of a German Army 
is to be threshed out by the Big Three 
foreign ministers at their meeting in 
New York in September. Once they 
approve, the plan will be passed on to 
the foreign ministers of the 12 Atlantic 
Treaty nations, who will meet later in 
the month. Final step will be submission 
to the German Parliament for approval. 

Prospect is, thus, that Western Ger- 
many may have a new Army before many 
months pass, provided it is kept under 
close enough control to satisfy those who 
now fear the idea. Western Europe needs 
more man power to help build up de- 
fenses against Communist aggression, and 
Germany has it. 
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From Iron Mine to Assembly Line, A-C Equipment Helps Build Your Automobile .. . 


It takes 3.5 tons of air to make a ton 
of iron from ore. Dependable A-C 
turbo-blowers are supplying blast 
furnaces with these huge quantities 
of air at low cost. 


Cuts time for making sand cores 
from days to minutes! Allis-Chalmers 
dielectric core dryers eliminate time- 
wasting steam-out, cooling and cur- 
ing; improve uniformity. 


Auto production is motorized at 
every step. From main roll drive 
motors in steel mills to smaller ones 
for machine tools, thousands of Allis- 
Chalmers motors serve auto makers. 


ss a 


PROSPER POWER / 


America's strength, 


prosperity and good 
living have been paced 
by its rapidly expanding 
generation and utilization 
of electric power. 











ith You... 
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oo IN—show starts at dark—West- 
ern, Comedy, Short or Drama... 


Enjoy it right in your own car! 


Justone more way America caters to Amer- 


ica-on-wheels! 


Credit your automotive industry—its 
engineers, designers and production men 
—for 35,000,000 cars on the road... for 
17,000 new vehicles a day that bring you 
the latest in styling, comfort, utility and 


driving safety. 


Credit assists to big producing com- 


panies like Allis-Chalmers! 


Allis-Chalmers giant steel mill) motors 
help turn fiery ingots into sheet steel. 
Other A-C motors drive huge body presses, 
thousands of machine tools, miles of con- 
veyors. Dependable, economical power to 
run them all comes from) Allis-Chalmers 
electrical generation and distribution 


equipment, 


= 
In fact, Allis-Chalmers assists in manus 
facturing almost every product of good 
living you can naine! 


ALLIS-CHALMERS MANUFACTURING COMPANY 
I38SS South 20th Street, Milwaukee 1, Wisconsin 


ALLIS-CHALMERS <> 


One of the Big 3 in Electric Power Equipment — 


Biggest of All in Range of Industrial Products 
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How Stalin Takes Over a Country 


Reported from VIENNA and WASHINGTON 


Rumania: case history of a Rus- 
sian take-over. 

Soviet Army, in occupation, 
starts it. Then Communists get a 
toe hold in Government, spread 
out, remove opponents, rig elec- 
tions, wind up with full control of 
everything. 

Now Russia rules Rumania, 
can get anything it wants with a 
telephone call from Moscow. 


Object lessons for countries threat- 
ened by Russia are turning out to be 
useful. U.S. and its Western allies are 
cramping Moscow's stvle by telling 
the world just how Russia’s leaders 
go about gobbling up their victims. 

In 10 years, 10 countries have lost 
their freedom to Moscow. That excludes 
China, whose Communists may still en- 
joy some authority, and Yugoslavia, 
whose Communists are defying Moscow. 
Of the 10, some, like Estonia, Latvia 
and Lithuania, are incorporated into 
the Soviet Union. Others, like North 
Korea, Bulgaria and Rumania, are in 
fact handled by Moscow as_ Soviet 
provinces. 

As a warning to free countries threat- 
ened by Moscow, their leaders are get- 
ting reports from the U.S., Britain and 
France on how Moscow takes over. They 
are shown how Communists get into posts 
of power, how they use power. 

Case history of Rumania, which 
Moscow runs by telephone, is the top 
lesson. Moscow has taken over Rumania 
—lock, stock and barrel—in a carefully 
planned operation. Official reports now 
available in the West show how. 

A handful of Communists—only 
1,000 according to Moscow’s figures—be- 
longed to the Rumanian Communist 
Party in 1940. They hoped to seize a 
country about as big as South Dakota, a 
country rich in grain and oil. But most of 
Rumania’s 16 million people were anti- 
Russian and anti-Communist. 

A world war drove the Communists 
underground as Rumania joined the Ger- 
man attack on the Soviet Union in 1941. 
As the Soviet Army began to drive toward 
Rumania in 1944, King Michael accepted 
the armistice terms offered by the U.S., 
Britain and Russia. Rumania’s Army 


30 


turned to fight the Nazis; Russia’s troops 
occupied Rumania. 

Occupation gave Moscow physical 
possession of the country, but, by agree- 
ment with the U.S. and Britain, only as 
the representative of the United Nations. 
At Yalta, the U.S., Britain and Russia 
agreed that the powers should promote 
democracy in Rumania. But the Com- 
munists, still few in number, still un- 
popular, protected by the Soviet Army, 
became active. And, a few days after 
Yalta, King Michael got orders from Mos- 
cow to change his Government. 





~—Wide World 


RUMANIA‘S PAUKER 


From the Kremlin .. . a party line 

Non-Communists, but men carefully 
picked by Moscow, got most of the Cab- 
inet seats in the new Government. The 
new Premier was Peter Groza, a barrel- 
chested former businessman who still 
holds the title but not the power. 

U.S. and Britain, at the start, refused 
to recognize the Groza Government. 
After 10 months of negotiation, however, 
the Western powers recognized Groza 
on Moscow's guarantee that members of 
the opposition would be taken into the 
Groza Cabinet, civil liberties would be 
guaranteed and free elections held. But 
Rumanian Communists, on Moscow’s or- 
der, kept three key posts in the Cabinet. 

Control of police in Rumania went to 
Moscow through a Communist Minister 
of the Interior. He ousted some of the 
anti-Communist police officers, jailed 


others and put the Communist Party’s 
own secret police in at the top of the 
Rumanian national police. As a result, 
the police throughout Rumania became 
an instrument controlled by Moscow. 

Control of communications came 
under a Communist Cabinet minister too. 
As a result, any time they chose, the Com- 
munists could and did tap the wires of 
any non-Communist leader. Authoriza- 
tions to travel had to be obtained from a 
Communist. Rumanian leaders who 
thought they were co-operating with 
Communists found. instead, that they 
were prisoners of the Communists. 

Control of the courts went to a Com- 
munist. Judges who wouldn’t take orders 
from Moscow's agents lost their jobs. 
They were arrested for “treason” or, in 
some cases, simply vanished. Eventually 
the Communist Minister of Justice “re- 
formed” the whole judicial system along 
the Russian model of “people's courts,” 
in which Communist appointees serve as 
judge, prosecutor and jury. 

Thus, through only three key posts in 
the Cabinet of more than a dozen mem- 
bers, the Communists began to take 
power over all phases of Rumanian life. 

Election campaigning was an eas) 
matter for Communists, impossible for 
their opponents. Older democratic par- 
ties that had fought hard for land reform 
and higher wages for workers found their 
newspapers censored, their leaders un- 
able to travel, unable to get police per- 
mission to speak. Communists claimed all 
the credit for land reform, popular among 
the peasants, and for the law requiring 
employers to pay workers in food and 
clothing as well as in cash, popular with 
labor. 

In addition, Communists forced other 
parties to join a “front” of parties whose 
candidates, all chosen by the Commu- 
nists, appeared on a single slate. Some 
party leaders who refused to join the 
front simply disappeared or were ar- 
rested. Results of the elections, when 
they were held late in 1946 after many 
delays, were tabulated only by Commu- 
nists and, of course, gave the Commu- 
nists control of the new Parliament. 

A purge of non-Communists began 
in earnest after the so-called elections. 
Thousands were jailed merely as “ene- 
mies of the state.” Juliu Maniu, elderly 
leader of the Rumanian Peasant Party, 
went to jail for “treason.” Many more 
thousands were ousted not only from 
Government jobs, but also from industrial 
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jobs when the Communists nationalize yy, 
all of Rumania’s major industries. In > 
Buch irest alone about 10,000 of the city’s 
12.000 lawyers were disbarred. Among 
those jailed were former members of the 
Groza Cabinet. 

Abdication of King Michael, who, 
like Maniu, still enjoyed much populari- 
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ty, came at the end of 1947. After 
\lichael left the country, the Commu- 
nists said he had become “an enemy of 
Rumania” and seized 159 castles which, 
they said, were royal property. 

A new constitution, approved by the 
Communist Parliament un: inimously, 
without debate, turned Rumania into a 
Communist state. Property rights, per- 
sonal rights, even religious rights are 
made subject to Communist approval. 

The churches of Rumania, most of 
them, now are Communist controlled. 
About 13 million Rumanians are members 
of the Rumanian Orthodox Church, which 
has a new Patriarch, a Communist who 
was a country priest five years ago. The 
Greek Orthodox Church has been fused 
into the Rumanian Orthodox Church. 

Employers, most of them, now are 
merely employes of the Communist Gov- 
ernment or of Moscow. Russia actually 
claims ownership of a large part of Ru- 
mania’s oil wells and industries through 
so-called “joint” companies in which the 
Rumanian Government has only a minor 
interest. Workers who quit jobs without 
Communist permission are guilty of “eco- 
nomic sabotage,” a crime in Rumania. 

A purge of Communists, ordered by 
Moscow, was conducted by Mrs. Ana 
Pauker, Rumania’s top Communist, who 
talks to Stalin directly by telephone and 
is now Rumania’s Minister of Foreign 
Affairs. Mrs. Pauker once declared pub- 
licly that “the test of a good Communist 
is the degree of his lovalty to Moscow.” 
Thousands of Rumanian Communists 
who failed to meet this test are in jail or 
dead today. This purge is the last step 
toward Moscow’s seizure of power in 
Rumania. 

In the end, what Moscow now has 
in Rumania is a country which Stalin, by 
a telephoned order to Mrs. Pauker, can 
turn into the Rumanian Soviet Socialist 
Republic, as much a part of the Soviet 
Union as the Ukraine or Siberia. 

As an independent country, Ru- 
mania has ceased to exist. 

As an example of Moscow’s meth- 
ods, however, Rumania is useful to the 
West. U.S. diplomats now have the case 
histories of Rumanians who tried to co- 
operate with Communists. Many are now 
dead or in jail. Some, like Premier 
Groza, whose daughter is in Moscow, 
are kept in line by the use of hostages. 
The Rumanian example of how Moscow 
takes over a country is being used to 
save other countries from a similar fate. 
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Rumania, with a population of 16 million, has 
only 1,000 Communists, according to Moscow 
The party is weak. 


Soviet troops occupy Rumania. King Michael is 
forced by Moscow to name Peter Groza, a Com- 
munist stooge, as the new Premier 


wy 


Communists bid for popularity. They give peas- 
ants land from big estates, boost wages. Oppo- 
sition parties still are tolerated. 


All voters are ordered out to “‘approve’’ a single 
slate of candidates picked by the Communists. 
Russians run Rumania’s industries. 


Communists push nation-wide purge of non- 
Communist leaders, jailing thousands. King 
Michael, already almost powerless, abdicates. 


Parliament, without debate, approves Rumania’s 
new constitution, 414 to 0. Mrs. Ana Pauker, 
Stalin’s friend, gets full power. 


A party purge, ordered by Moscow, ousts all 
who deviate from Moscow line. Church power is 
broken; Rumania’s economy is run by Moscow 


All opposition to Moscow’s will is gone. Ruma- 
nia can be incorporated into the Soviet Union 
by telephone from Moscow Stalin’s will is law. 
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FORMOSA MUST BE DEFENDED 


A DECLARATION BY GENERAL DOUGLAS MacARTHUR 


Supreme Commander in Japan for the Allied Powers 





Formosa must be defended by the U.S., in the 
opinion of General of the Army Douglas Mac- 
Arthur. He regards the controversial island, now 
held by the Chinese Nationalist Forces of Chiang 
Kai-shek, as a key link in the chain of Pacific 
defenses against the Communists. Its loss would 
mean war. 

For months, influential Republican Congress- 
men and others have been trying to get on the 
record the views of General MacArthur about 
Formosa. The suggestion even has been made that 





he be brought home from Tokyo to testify before 
Congress. Recently he few to Formosa to confer 
with Chiang. 

Following is full text of a message General 
MacArthur prepared for presentation to the con- 
vention in Chicago of the Veterans of Foreign 
Wars in response to greetings from that organi- 
zation. This statement outlines to the American 
public, for the first time, General MacArthur's 
detailed analysis of Formosa’s role in U.S. de- 
fenses in the Pacific. 








TO: CLYDE A. LEWIS, COMMANDER-IN-CHIEF, 
VETERANS OF FOREIGN WARS OF THE 
UNITED STATES, 

CHICAGO, ILL. 

Your inspiring message of the 17th has moved me 
deeply and I trust that you will convey to all of my 
comrades-in-arms of the Veterans of Foreign Wars as- 
sembled on the occasion of our 51st Annual National 
Encampment my assurance that their confidence and 
support will give this Command much added strength 
to meet the tests of battle which lie immediately 
ahead. Tell them that I am happy to report that their 
successors in arms now engaging the enemy along 
our battle lines in South Korea are exemplifying that 
same high standard of devotion, fortitude and valor 
which characterized their own march to victory when 
they themselves engaged in combat in the field. 
From senior commanders down through all ranks, 
their tactical skill, their invincible determination, and 
their fighting qualities against a fanatical foe, well 
trained, expertly directed and heavily armed, have 
upheld our country’s finest traditions. Toward vic- 
tory, however difficult the road, they are giving an 
account of themselves which should make every 
American heart beat with pride and infinite satisfac- 
tion. 

In view of misconceptions currently being voiced 
concerning the relationship of Formosa to our strate- 
gic potential in the Pacific, I believe it in the public 
interest to avail myself of this opportunity to state my 
views thereon to you, all of whom having fought over- 
seas understand broad strategic concepts. 

To begin with, any appraisal of that strategic 
potential requires an appreciation of the changes 
wrought in the course of the past war. Prior thereto 
the western strategic frontier of the United States lay 
on the littoral line of the Americas with an exposed 


island salient extending out through Hawaii, Midway 
and Guam to the Philippines. That salient was not an 
outpost of strength but an avenue of weakness along 
which the enemy could and did attack us. The Pacific 
‘was a potential area of advance for any predatory 
force intent upon striking at the bordering land areas. 

All of this was changed by our Pacific victory. Our 
strategic frontier then shifted to embrace the entire 
Pacific Ocean, which has become a vast moat to pro- 
tect us as long as we hold it. Indeed, it acts as a pro- 
tective shield for all of the Americas and all free lands 
of the Pacific Ocean area. We control it to the shores 
of Asia by a chain of islands, extending in an arc 
from the Aleutians to the Marianas, held by us and 
our allies. 

From this island chain we can dominate with air 
power every Asiatic port from Vladivostok to Singa- 
pore and prevent any hostile movement into the Paci- 
fic. Any predatory attack from Asia must be an am- 
phibious effort. No amphibious force can be successful 
without control of the sea lanes and the air over those 
lanes in its avenue of advance. With naval and air 
supremacy and modest ground elements to defend 
bases, any major attack from continental Asia toward 
us or our friends of the Pacific would be doomed 
to failure. 

Under such conditions the Pacific no longer repre- 
sents menacing avenues of approach for a prospective 
invader—it assumes instead the friendly aspect of a 
peaceful lake. Our line of defense is a natural one and 
can be maintained with a minimum of military effort 
and expense. It envisions no attack against anyone 
nor does it provide the bastions essential for offensive 
operations, but properly maintained would be an in- 
vincible defense against aggression. If we hold this 
line we may have peace—lose it and war is inevitable. 

The geographic location of Formosa is such that in 
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the hands of a power unfriendly to the United States 
it constitutes an enemy salient in the very center of 
this defensive perimeter, 100-150 miles closer to the 
adjacent friendly segments—Okinawa and the Philip- 
pines—than any point in continental Asia. 

At the present time there is on Formosa a concen- 
tration of operational air and naval bases which is 
potentially greater than any similar concentration on 
the Asiatic mainland between the Yellow Sea and the 
Strait of Malacca. Additional bases can be developed 
in a relatively short time by an aggressive exploita- 
tion of all World War II Japanese facilities. 

An enemy force utilizing those installations cur- 
rently available could increase by 100 per cent the 
air effort which could be directed against Okinawa as 
compared to operations based on the mainland and at 
the same time could direct damaging air attacks with 
fighter-type aircraft against friendly installations in 
the Philippines, which are currently beyond the range 
of fighters based on the mainland. Our air supremacy 
at once would become doubtful. 

As a result of its geographic location and base po- 
? tential, utilization of Formosa by a military power 
hostile to the United States may either counterbalance 
or overshadow the strategic importance of the central 
and southern flank of the United States front-line 
position. Formosa in the hands of such a hostile 


The Island —‘Unsinkable Carrier’ . . . Danger to Philippines 


.. » Threat in Enemy Hands. . . Possible Submarine Base 


power could be compared to an unsinkable aircraft 
carrier and submarine tender ideally located to ac- 
complish offensive strategy and at the same time 
checkmate defensive or counteroffensive operations by 
friendly forces based on Okinawa and the Philippines. 

This unsinkable carrier-tender has the capacity to 
operate from 10 to 20 air groups of types ranging 
from jet fighters to B-29 type bombers as well as to 
provide forward operating facilities for short-range 
coastal submarines. In acquiring this forward sub- 
marine base, the efficacy of the short-range submarine 
would be so enormously increased by the additional 
radius of activity as to threaten completely sea traffic 
from the south and interdict all sea lanes in the 
Western Pacific. Submarine blockade by the enemy 
with all its destructive ramifications would thereby 
become a virtual certainty. 

Should Formosa fall and bases thereafter come into 
the hands of a potential enemy of the United States, 
the latter will have acquired an additional “‘fleet’’ 
which will have been obtained and’can be maintained 
at an incomparably lower cost than could its equiva- 
lent in aircraft carriers and submarine tenders. Cur- 
rent estimates of air and submarine resources in the 
Far East indicate the capability of such a potential 
enemy to extend his forces southward and still main- 


(Continued on page 34) 





My Dear General MacArthur: 

As the representatives of 1,250,000 overseas 
veterans gather for their 51st Annual National 
Encampment in Chicago, IIl., on August 27, I 
feel it a duty of utmost importance to write you 
and inform you that the Veterans of Foreign 
Wars of the United States pray for an early suc- 
cess in your latest undertaking as Commander- 
in-Chief of the United Nations forces in Korea. 

Please know that we on the home front, who 
have served our nation overseas in conflicts dating 
back to the Spanish-American War, are exerting 
our influence wherever possible to stress the need 
for greater security measures to insure that free- 
dom for which you have been fighting and direct- 
ing our forces for so many years... 

We are not unmindful of the contribution 
which your illustrious father made to the early 
history of the Veterans of Foreign Wars, through 





Greetings to General MacArthur From VFW 


his association with the Colorado Society, Army 
of the Philippines, which eventually merged with 
the V.F.W. His leadership is well remembered. 

Since we will have a gathering here in Chicago 
of some 60,000 delegates from more than 10,000 
posts and 7,000 ladies auxiliaries, it occurred to 
me that you might have a message for these peo- 
ple—especially since many of our comrades served 
with you in World War I and under your com- 
mand in World War II. 

Should affairs in your area permit, and should 
it be your desire, we would greatly welcome a 
message from you which could be presented to 
our National Encampment... 

Faithfuly Yours, 
Clyde A. Lewis, 
Commander-in-Chief, 
Veterans of Foreign Wars 
of the United States 
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tain an imposing degree of military strength for 
employment elsewhere in the Pacific area. 

Historically, Formosa has been used as a spring- 
board for just such military aggression directed 
against areas to the south. The most notable and 
recent example was the utilization of it by the 
Japanese in World War II. At the outbreak of the 
Pacific War in 1941, it played an important part as 
a staging area and supporting base for the various 
Japanese invasion convoys. The supporting air 
forces of Japan’s Army and Navy were based on 
fields situated along Southern Formosa. 

From 1942 through 1944 Formosa was a vital 
link in the transportation and communications 
chain which stretched from Japan through Oki- 
nawa and the Philippines to Southeast Asia. As the 
United States carrier forces advanced into the 
Western Pacific, the bases on Formosa assumed an 
increasingly greater role in the Japanese defense 
scheme. Should Formosa fall into the hands of a 
hostile power, history would repeat itself. Its mili- 
tary potential would again be fully exploited as 
the means to breach and neutralize our Western 
Pacific defense system and mount a war of conquest 
against the free nations of the Pacific Basin. 

Nothing could be more fallacious than the 
threadbare argument by those who advocate ap- 
peasement and defeatism in the Pacific that if we 
defend Formosa we alienate continental Asia. 
Those who speak thus do not understand the Ori- 
ent. They do not grasp that it is in the pattern of 
Oriental psychology to respect and follow aggres- 
sive, resolute and dynamic leadership—to quickly 
turn from a leadership characterized by timidity 
or vacillation—and they underestimate the Ori- 
ental mentality. 

Nothing in the last five years has so inspired the 
Far East as the American determination to pre- 
serve the bulwarks of our Pacific Ocean strategic 
position from future encroachment, for few of its 
peoples fail accurately to appraise the safeguard 
such determination brings to their free institutions. 

To pursue any other course would be to turn over 
the fruits of our Pacific victory to a potential 
enemy. It would shift any future battle area 5,000 
miles eastward to the coasts of the American con- 
tinents, our own home coasts; it would completely 
expose our friends in the Philippines, our friends 
in Australia and New Zealand, our friends in In- 
donesia, our friends in Japan, and other areas, to 
the lustful thrusts of those who stand for slavery 
as against liberty, for atheism as against God. 

The decision of President Truman on June 27th 
lighted into flame a lamp of hope throughout Asia 
that was burning dimly towards extinction. It 
marked for the Far East the focal and turning 
point in this area’s struggle for freedom. It swept 
aside in one great monumental stroke all of the 
hypocrisy and the sophistry which has confused 
and deluded so many people distant from the 
actual scene. 

MACARTHUR 
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FROM THE CAPITALS OF THE WORLD 


BONN....BELGRADE....WARSAW....NEW DELHI.... 





>> Next steps in Western Europe, under pressure of the Korean war..eee. 
German Army of some sort is to be revived. More U.S. troops are to be sent 








to Western Germany, along with more British and French troops. Troops for Korea 





promised by France and Britain are gestures of support for United Nations and 
uU.S., a bid for future help from U.S. and U.N. in French and British areas in 
Asia, when necessary. Western Europe isn't being weakened. Speed-up in defense 
spending and rearming by Western Europe, pushed by U.S., is to be expected. 
Whole point is this: For the long pull, Western Europe has priority No. l 
for U.S. and Western powers, despite war in Korea. Asia, as in World War II, 
has second place. Germany is more important to both U.S. and Russia than Korea. 


>> To people in Europe a decision to build a West German Army is a big step, 

one of the biggest. It has been in the back of everybody's mind ever since 

1945, but officials in London, Paris and Bonn have refused to talk about it. 
Only a little while ago, you'll remember, you were hearing things like: 
U.S. officials deny any intention of reviving German Army. French balk at 





any plan to put Germans back in uniform. British diplomats renounce military idea 





favoring new German Army. West Germans talk up neutrality, talk down rearming. 
Fact that Western Europe couldn't be defended without West German troops 
was officially ignored. Revival of the Wehrmacht was just too hot an issue to 





discuss. Korea has changed all this. Now a West German Army is in the cards. 


>> Industrialists in the German Ruhr at this moment are awaiting the word that 
will let them begin producing for both German and West European armies. 

This is what experts in the Ruhr say can be provided: 

Total output can be doubled within 12 months. This means a billion dollars' 
worth of equipment--not weapons--for West Europe's armies and arms industries. 





Industrial production, now 107 per cent of prewar, can hit 130 per cent by 





next summer on exiSting plant capacity, reach 150 by 1952 with plant expansion. 
Medium and heavy tanks can be produced in 9 months, if Allies say the word. 
Steel output, now 12.4 million tons, can be 15 million tons by year's end. 
Aluminum output can be trebled within a year. Machine tools can be turned 

out at 50 per cent higher rate within a few months. Ball-bearing production 

can be doubled. Optical glass, for gun sights, can be quickly stepped up. 

Radar, proximity fuses, submarine devices can be produced if Allies want them. 
Outlook is that Allies will use Ruhr output, but not on all-out basis yet. 























>> Soviet Russia, at the same time, is looking to her satellites to increase 
Russia's war potential. In Warsaw, Polish officials say that by 1955 Poland 
(over) 
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will have accomplished these things: upped coal and steel output to a point 3% 
times the 1938 level; obtained fourfold increases in heavy machinery, sevenfold 
increases in ships built; opened 35 new iron-ore mines; stepped up output of 
copper ore and of petroleum. It's all to happen under Moscow's supervision. 











>> U.S. is having to take another look at Yugoslavia. To observers in 
Belgrade, Marshal Tito's prospects don't look quite as bright as they did. 

Economic difficulties are piling up. Military strength is at a standstill 
while Russia's satellites, surrounding Yugoslavia, are building theirs up. 

On the economic front: Drought is cutting into grain yields. Exports are 
lagging. Five-year plan is behind schedule. Foreign exchange is nearly gone. 
Consumer goods, things for people to buy, are scarce. U.S. loans, totaling 55 
million dollars up to now, are still largely on paper, not yet at work. Steel 
mill ordered from U.S. is en route, but foundation for it isn't ready yet. 

On the military front: Marshal Tito counts on an army of 375,000 in being, 
plus reserves to bring the total to a million. Weapons, in the main, are left 
over from World War II. Tito has about 500 tanks--British, Russian, German. 

A few months ago, before Korea revealed what a satellite army can do, the 
Yugoslav position looked fairly strong. Now, it's known Generalissimo Stalin 
has at his disposal upwards of a million combat troops in the satellite states 
near Yugoslavia. Satellite armies have been getting new equipment from Russia 
and Czechoslovakia's Skoda works, intensive field training and indoctrination. 

Odds against Tito, as a result, appear to be lengthening. 

U.S. problem is whether to prop Tito up with more dollars, maybe arms aid. 
































>> You can expect to hear much more about Russian forced labor from now on. 
British, U.S. officials think it's time to tell the world what's going on. 

"Slave" labor total is at least 10 million, British investigators report. 

System is spreading through satellite areas in Eastern Europe. 

Uranium mines in Eastern Germany are now getting special attention. They're 
working 24 hours a day. Force of 300,000 East Germans have been shanghaied to 
work in the mines. Average pay of unskilled labor is under 8 dollars a month. 
Living conditions are bad. Occupational diseases, including lung cancer, are 
reported common. Secret police, 5,000 strong, keep an eye on the workers. 

What mines produce, of course, is for Russia, not for Eastern Germany. 




















>> In New Delhi, India's capital, while Prime Minister Nehru is trying to end 
the Korean war by mediation, troubles are piling up for him at home. 

War between India and Pakistan over disputed Kashmir looks possible once 
more. U.N. mediation hasn't worked out. Neither side will give an inch. 

India's defense spending, as a result, stays high, taking more than half 
the national budget. It's money India needs deSperately for other purposes. 

India's Communists, at the same time, see a new chance to grow in power. 
They've stopped talking sabotage, violence, now talk co-operation instead. U.S. 
is a top target. Fear of the West, hatred of U.S. is growing in India. 

But Nehru says he isn't much worried by the Communists. Asia's Communists 
aren't subject to Moscow, Nehru thinks. That goes for China, too. Anyway, India 
doesn't fear China, doesn't anticipate any serious trouble from China. 

Question for Nehru is whether he'll still feel this way if Communists grow 
much stronger in India, take power in Tibet and Indo-China as well as in China. 
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General Douglas MacArthur, Soldier With Diplomatic Role 
And Diplomat Heading Armies, Leads U. S. Policy in Orient 


>Gen. Douglas MacArthur finds him- 
self in a new, unfamiliar and delicate 
role in the Far East. The General not 
only commands U.N. forces in Korea, 
but also has had to become a diplomat 
dealing with sensitive issues that, unless 
adroitly handled, could plunge the U.S. 
into full-scale war. 

Asa fighting man, General MacArthur’s 
ability has been proved in many cam- 
paigns. Whether he also possesses the 
tact required by diplomacy is the subject 
of considerable discussion. His current 
statement saving Formosa must be de- 
fended, at virtually any cost, is a re- 
minder that he himself was driven from 
the Philippines in 1941 by planes from 
Formosa. (See page 32.) 

Stopping the Communists. General 
of the Army MacArthur, serenely confi- 
dent that his views are correct, believes 
that Communism can be stopped in Asia 
by military force, if necessary. He thinks 
that the U.S. has a destiny in the Orient 
and must go all out, if need be, to protect 
its interests there. 

For five vears, the General has been 
urging his views upon the Administration 
in Washington. He asked for less em- 
phasis on Europe and more on Asia. He 
urged that Formosa be defended. The 
Administration was unimpressed by his 
arguments. But events in Korea have 
forced a reversal of policy. 

With the U.S. now following the 
MacArthur line. however, numerous 
diplomats are apprehensively wondering 
whether commitments in Asia have 
grown so heavy and costly that they can- 
not be fulfilled without neglecting com- 
mitments in Europe. Many believe that 
the defense of Europe has been jeopard- 
ized. But the General's views finally 
have prevailed. 

Almost everything the General does 
involves diplomatic problems. 

In Korea, he is operating under a 
United Nations resolution involving nu- 
merous nations, all of whom must be kept 
unruffled. This resolution says the North 
Koreans are to be pushed back to the 
38th parallel. If, for military reasons, the 
General should order U.N. troops to 
ize territory north of that line, several 
‘ountries might withdraw their support. 
Formosa, the General thinks, is so 
important strategically as an air and sub- 
marine base that its loss to the Commu- 
lists, Whether Chinese or Russian, would 

a major disaster. In friendly hands it 
an dominate many ports on the Asiatic 


SEPTEMBER 1, 1950 


Reported from TOKYO 





-Dept. of Detense 


SUPREME COMMANDER MacARTHUR LEAVES HIS HEADQUARTERS 
Messages back to Washington are laconic 
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GI'S TRAIN 


mainland. In enemy hands it is a threat 
to the Philippines, Japan, Indonesia, 
Australia and New Zealand. 

General MacArthur is highly confident 
that Formosa can be defended. Chinese 
Communists are hesitant, he thinks, about 
invading the island because they do not 
want a shooting war with the U.S. But, 
if they should try, he is certain U.S. naval 
forces could stop the invasion fleet. 

In the Formosa area, the General op- 
erates as head of the U.S. Army’s Far 
Eastern Command. His problem is to de- 
fend the island and still avoid a war 
with China. The United Nations are split 
and touchy on the Formosa question and 
their views must be considered. U.N. 





SECRETARY JOHNSON, GENERAL MacARTHUR AND GENERAL BRADLEY 
Military decisions these days have repercussions 
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IN JAPAN 


support in any event is considered im- 
probable. 

In Japan, where the General operates 
as Supreme Commander for the Allied 
Powers, a peace treaty now is in the 
making. He believes the U.N. should 
assume responsibility for the defense 
of Japan after the treaty is signed. He 
also wants the U.S. to retain military 
and naval bases in Japan. Thus, the U.S. 
could defend the country with U.N. 
sanction. Finding a formula to incorporate 
these ideas and still avoid Communist 
charges of imperialism is proving difficult. 

In the fighting, the General is loftily 
confident of eventual success. As he sees 
it, Russia thought the North Koreans 

















NATIONALISTS TRAIN 
The General is highly confident that Formosa can be defended 





& 
IN FORMOSA 


. 
—Acme Protos 


could overrun the peninsula in a few 
days. Quick U.S. and U.N. action stalled 
the plan. 

Although Korea would be indefensible 
strategically in a war with Russia, Gen- 
eral MacArthur welcomed President Trv- 


man’s decision to defend it as a positive 


step to restrain the spread of Communism 
in Asia. He says without reservation that 
U.N. forces will be able to hold the 
present line, approximately, and that no 
last-ditch defense around Pusan will be 
necessary. 

The General. At 70, General Mac. 
Arthur is taut, as always, with restrained 
nervous energy. He spends hours pacing 
the floor, alone or as he talks with others. 
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turning problems over in his mind, seek- 
ing ideas. As always, too, he is aloof, 
remote, a man on a pinnacle, a general 
who is above the battle but also in it. 

To the officers around him, General 
MacArthur is an idol. This feeling runs to 
such extremes that critics say he is sur- 
rounded by sycophants, men distin- 
guished for a blind loyalty to the General 
but not for special competency. It is said 
that they incline to guard him against 
unpleasant news and to feed him in- 
formation they feel he wants to receive. 

For these reasons many observers in 
Tokyo think some of the General's views 
are based on erroneous information and 
resulting miscalculations. The General 
thought at first that air and naval power 
plus two American divisions at most 
could defeat the North Koreans. Faulty 
intelligence was blamed for this view, 
which was quickly altered. 

Similarly, one of his pet theses—that 
air power is decisive in modern war and 
particularly in Asia—has had to be re- 
vised. The North Koreans won most of 
the peninsula with no air power of their 
own and in spite of heavy air attacks by 
U.N. forces. 

The General often has irked Secretary 
Louis Johnson’s Defense Department and 
the Joint Chiefs of Staff under General 
Omar N. Bradley by his independence. 
He inclines to go ahead on his own, 
without awaiting orders from Washington. 
When asked for information, he gives it 
laconically, almost in skeleton form. 

Since the Korean fighting began, Gen- 
eral MacArthur has delegated most of the 
problems of running occupied Japan to 
others so that he may devote himself to 
the fighting. He has made two inspection 
trips to Korea and one trip to Formosa to 
consult Chiang Kai-shek about the de- 
fense of the island. There was much 
criticism of the Formosan visit because 
it was generally understood, although 
denied, that he made it without consult- 
ing the State or Defense departments. 

Soldier-diplomat. General Mac- 
Arthur long has been a vehement foe of 
Communism. He thinks Russia is not vet 
ready to risk a big war. Nor, he holds, 
does the Kremlin want Chinese Commu- 
nists to participate actively in Korea. It 
would bring them too close to Siberian 
territory. But, wherever the Communists 
strike, the General is ready for a fight. 
And, if there is to be war with Russia, 
he hopes it may begin in Asia. 

Meanwhile, he must try to prevent 
that war by the use of diplomacy, a 
weapon to which he is unaccustomed. 

There are those who doubt that a Gen- 
tral disposed to brusqueness, independ- 
ence and personal decisiveness is the best 
of diplomatic material. General Mac- 
Arthur could cap his long career by prov- 
ing his critics wrong. 
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Special Report 


(This article represents the result of an extensive 
research on a problem of outstanding importance) 
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PINCH IN SKILLED-LABOR SUPPLY 


First Signs of Shortages Caused by War 


Skilled workers are getting a 
bit harder to find. Real shortages 
can begin to show up as war 
production gets rolling. 

Mechanics are becoming scarce 
now. So are welders, metal 
workers, carpenters, other trained 
craftsmen. 

Man-power supply, over all, 
is abundant. But it may take a 
big training program to keep 
specialized jobs fully manned. 


Employers need to get set now for 
a period of tighter labor supply. 
Actual labor requirements for war 
production remain small to date. 
But war plants are reopening, war 
orders increasing in more and more 
places. 

Unmistakable signs of labor shortages 
are showing up as a result. It’s a case 
of war business piling on top of a boom in 
civilian business that already is causing 
a labor tightness. Right now is a period 
of calm before the storm, when emplovers 
still can look around, make plans to meet 
the problems that mobilization brings. 

A basis for such planning is the official 





picture of the man-power ‘situation. As 
it stands today: 

Total labor supply appears adequate to 
meet all U.S. man-power needs now and 
in 1951. 

Civilian industries are not going to be 
cut back to free labor for war plants. Cut- 
backs, if they come, will be due to mate- 
rial shortages. 

Workers are not to be drafted from 
factories making juke boxes and put in 
factories making tanks. Unemployed 
workers are not going to be drafted for 
industry. 

The most serious man-power trouble 
on the horizon is a developing nation- 
wide shortage of machinists and some 
other craftsmen. 

Some communities face abrupt, irri- 
tating scarcities of all kinds of labor, 
housemaids to engineers, such as they 
experienced in World War II. Precautions 
against labor pirating are in the works, 
but they will fail in many cases if the 
past is any guide. 

The outlook in more detail is this: 

Man-power reserves promise to 
be plentiful in the country as a whole for 
at least another year. As the chart on 
page 41 shows: 

Demand is foreseen for 2.2 million 
new workers during the next 12 months. 
That allows 650,000 men for the armed 
forces; 475,000 for Government war 





—General Motors Corp. 


ARMAMENT WORKERS DURING WORLD WAR II 
For employers: the calm before the storm 
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agencies; 575,000 in shipyards, aircraft 
factories and ordnance plants; 500,000 
in miscellaneous war industries. 

Supply of new workers, by contrast, 
may easily total 5.7 million. The unem- 
ployed—3.2 million persons out of work 
and actively trying to get jobs—represent 
one big pool of readily available man 
power in reserve. Then there are the 
youths reaching working age, plus teen- 
agers, women and old people who will 
be attracted into the labor market as 
job opportunities rise. Their number is 
estimated at 2.5 million for the year 
ahead. 

Reserve supply, counting the extra 
workers not now in the labor market, 
thus amounts to 3.5 million by these esti- 
mates. Actually, the armed forces may 
take in more than 650,000 men. But, 
even if they inducted 1 million, the pic- 
ture would not be altered materially. 

Skilled workers, on the other hand, 


are not nearly numerous enough to meet % 


all projected needs. Managers of a fac- 
tory that opened recently in Cleveland 
spent more than two weeks looking all 
over Ohio for six molders. Such instances 
will be multiplying in months ahead. 

Machinists apparently lead the list of 
men whose skills are at a premium. The 
story on machinists illustrates what may 
be happening in other types of skill as 
defense activity mounts. 

Job openings for machinists began to 
increase in June, jumped rapidly in July, 
and the number is rising still from week 
to week. The Machinists Union reports 
that it advertised one job opening a week, 
on the average, from October, 1949, to 
last June. Openings now total about 150 
a week. And each one represents a job 
that could not be filled within the local- 
ity where it originated. 

Types of machinists in greatest demand 
are certain specialists, such as turret and 
engine-lathe operators and railroad ma- 
chinists. But there are calls too for gen- 
eral-shop machinists and nearly every 
other kind of worker skilled at handling 
metal-working equipment. 

Demand now is reaching into the ranks 
of auto mechanics. Many of them can 
earn more by taking jobs at machinists 
ratings in aircraft plants. So they are 
jumping into war work, causing short- 
ages of mechanics and body and fender 
repairmen in various places. 

That is one of the first concrete In- 
stances of the war’s impact on a civilian 


U. S. NEWS & WORLD REPORT 











th _ i ..) >) 


industry. 
can be e 
Demat 
craftsme! 
Tool 
tool desi 
special 
order, m 
early “to 
to get sc 
Mech 
more the 
is pickin, 
Sheet- 
out men 
wanted ii 
Welde 
sought it 
found in 
still wan 
do all-ar 
as yet, f 
welders 
planes it 
direraft 
pened ; 
Carpe 
cabinetm 
struction 
Unskil 
however, 
War _ 


SEPTEMB 








sive 
ce.) 
— 


ind 
all 


ces 


of 








Man Power: 









RE SN A A A AAI 
DEMAND FOR NEW WORKERS 
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TOTAL NEEDED FOR ARMED 
FORCES AND WAR JOBS 


2,200,000 

















. ) 75,000 ordnance workers 





SUPPLY OF NEW WORKERS 





TOTAL SUPPLY 
5,700,000 


KRE EIR GRITS 


How Needs Will Be Met aa, 


t } 650,000 to be added to armed forces 

. ] 475,000 civilians in federal war agencies 

t ) 500,000 workers for miscellaneous munitions production 
. ) 350,000 workers for aircraft plants 

t ) 150,000 shipbuilding and repair workers 










2,500,000 teen-agers, women, 
handicapped persons expected 
to enter the labor market 


3,200,000 unemployed persons 
already seeking work 











RESERVE IN LABOR FORCE 








industry. Similar instances in other fields 
can be expected. 

Demand exceeds supply, also, for these 
craftsmen: 

Tool and diemakers, jig builders, 
tool designers and tool grinders form a 
special group. They put old tools in 
order, make new ones. Key men in this 
early “tooling up” stage, they are likely 
to get scarcer. 

Mechanical engineers are needed in 
more than 25 industrial areas. Demand 
is picking up for electrical engineers. 

Sheet-metal workers, including lay- 
out men and assemblers, are urgently 
wanted in some aircraft plants. 

Welders and molders also are being 
sought in greater numbers than can be 
found in many areas. Most companies 
still want thoroughly trained experts to 
do all-around work. There is little need, 
as yet, for the kind of partially trained 
welders who helped to build ships and 
planes in World War II, although one 
tircraft concern on the West Coast has 
pened a class for women welders. 

Carpenters, bricklayers, plasterers, 
tabinetmakers remain scarce in the con- 
struction industry. 

_ Unskilled and semiskilled workers, 
however, are plentiful in most places. 

War plants in California and several 
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Midwestern cities were jammed with ap- 
plicants when the present emergency 
arose. Big war orders will create addi- 
tional demand for hundreds or thousands 
of workers. This demand often will be 
satisfied only by stripping near-by indus- 
tries and farms of labor, with resultant 
community-wide shortages of help. 

Remedies for expected future short- 
ages are being sought by federal man- 
power agencies. They pin their hopes 
largely on two plans. 

A labor-fraining program is one 
device. Major effort will be to increase 
the number of apprentices, especially 16 
and 17-year-olds, in 15 key crafts. All 15 
are listed as critical occupations that 
justify, but do not guarantee, deferment 
from military service. 

These crafts are: aircraft and engine 
mechanic, boilermaker, refractory brick- 
layer, laboratory-apparatus glass blower, 
instrument repairman, loftsman, machin- 
ist, machine-maintenance repairman, mill- 
wright, model maker, moider and core- 
maker, patternmaker, precision-lens grind- 
er, ship rigger, tool and diemaker. 

Efforts also are being made to promote 
in-plant training of workers in all depart- 
ments and skills. This is to increase the 
number of people who can be “upgraded” 
to replace men called by the armed 




































© 1950, By U.S. News Pub. Corp. 


forces, or to supervise expanded work 
forces. 

A hiring system for war contractors 
is the other device relied upon by Wash- 
ington planners. They want employers 
who get war contracts to ask local offices 
of State employment services for extra 
workers rather than recruit the workers 
themselves. If the local office can’t find 
the men near by, it will appeal to the 
State office. If a search in the State fails, 
the nearest regional office will start look- 
ing in a larger area for the particular 
men needed. Then, if necessary, the fed- 
eral employment service in Washington 
will send out a national call. 

The idea is to keep employers from 
raiding one another’s factories, with high- 
est bidders getting the workers, no matter 
how essential or nonessential their ac- 
tivities. The system also may prevent un- 
necessary migrations of workers into war 
centers. 

These training and hiring programs are 
entirely voluntary. No mandatory con- 
trols are in sight. But labor shortages can 
be critical for many employers, especial- 
ly those in low-wage industries who would 
lose heavily to high-wage war plants 
before any federal controls become prob- 
able. So advance planning to find new 
workers seems well advised at this time. 
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WAGES: BASIS OF STRIKE FLURRY 


Unions Push Uptrend as Living Costs Rise 


Wage demands, feeding on 
rising prices, are setting the stage 
for another strike wave. It may 
be 1941 all over again. 

Unions want all they can get 
before freeze goes on. Employers, 
told by Government to hold 
prices, are caught in squeeze. 

Increases at General Motors, 
forced by living-cost formula, are 
adding to pressure on other com- 
panies for higher pay. 

Strikes, already on the increase, are 
likely to grow more numerous in the 
months ahead. Unions are demanding 
wage raises at a time when Govern- 
ment is urging employers to hold the 
line on prices. The resulting conflict 
may continue unless wage controls 
are imposed or unless unions agree to 
a wartime no-strike pledge. 

The strike wave now in progress is 
similar to the one that went along with 
defense preparations in 1941. Unions are 
eager to get all they can in the way of 
pay raises before controls go on. They 
argue that wages have failed to keep 
pace with prices since the fighting in 
Korea began. 
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. . . trying to hold the price line 


Some firms are granting wage increases 
to offset rising living costs. A raise by 
Chrysler Corp. amounted to 10 cents an 
hour for production workers, 15 cents for 
skilled and 7 per cent for salaried work- 
ers. This followed the granting of a 5-cent 
raise by General Motors Corp. under its 
cost-of-living formula. These and other 
increases are expected to add to union 
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STEELWORKERS’ PHILIP MURRAY 
... trying to beat the deadline 
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pressure for more pay elsewhere. The 
Chrysler raise was unusual because the 
union contract does not require the firm 
to negotiate on raises until next July. 

The situation finds employers caught in 
a Government-labor squeeze. Union de- 
mands for higher pay, if granted, might 
force price increases that would lead to 
price controls. As a compromise, some 
firms are trying to hold down pay raises 
to amounts that can be absorbed without 
price increases. Where unions reject this 
idea, strikes often result. General Motors 
is one of the firms trying to hold the 
price line. GM President C. E. Wilson 
announced that no price increases were 
planned at this time as a result of the 
current wage increase. 

Wage controls, on the other hand, 
stand as a threat to unions. Some labor 
leaders talk as if they expect wage in- 
creases to be outlawed in the next few 
months. Unions that can do so probably 
will try to beat the deadline with their 
wage demands. Some unions may strike 
sooner than they ordinarily would, rather 
than negotiate for a long period and take 
a chance on being caught by a wage 
freeze or a no-strike pledge. 

Rail strikes and threats of walkouts, 
on the increase lately, are blamed not so 
much on union fears of wage controls as 
on a breakdown of the machinery of the 
Railway Labor Act for settlement of dis- 
putes. 
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A no-strike pledge from union leaders 
could be the end result of this wave of 
strikes «nd threats. Government and 
public pressure is building up to force 
some alternative to strikes. A new War 
Labor Board to settle disputes is one al- 
ternative. Union officials have indicated 
that they will sign a no-strike pledge 
when they think it is needed, but they 
want to delay until wages go up again. 

The outlook, then, seems to be for a 
continuation of the strike wave until a 
new wage policy is worked out for the 
country or labor gives up its strike 
weapon for the emergency. 

Wildcat strikes are likely to increase, 
especially in plants where contracts pro- 
hibit authorized walkouts. Some em- 
ployers think that union officials secretly 
are encouraging their members to stage 
these “unauthorized” work stoppages in 
order to support demands that the firms 
reopen their wage agreements ahead of 
schedule. Union leaders will argue that 
the unrest in the plants cannot be ended 
without a pay raise, even if contracts sup- 
posedly are frozen until next year. This 
move may be attempted in various indus- 
tries where unions fear wage controls will 
come before their wage-reopening dates. 

Better job prospects for workers also 
probably will add to unrest in the plants. 
Workers may be more willing to go out 
on strike when they find it easier to get 
other jobs, as arms production expands. 
Employers also tend to bid up the price 
of labor to get skilled workers. 

Communists now are threatening to 
add to the strike trend. Party leaders 
issued orders to promote walkouts and 
toughen up the class struggle. Left-wing 
unions have lost many members to other 
labor groups, but Communists still can 
cause trouble in a few spots. 

After November, more unions may 
swing into the strike program. Some have 
been holding back on strikes in order to 
concentrate on political activity. Once 
the congressional elections are out of the 
way, politics can give way to strikes. 

A steel formula may come along 
after the November elections to provide a 
pattern for disputes still pending. Con- 
tracts with the CIO Steelworkers, led by 
Philip Murray, allow the union to file 
wage demands on November 1, but 
Murray cannot call a strike until January 
| by terms of his agreement. 

A pattern could develop out of the 
steel negotiations, or it could be pro- 
posed by a governmental wage board. A 
steel-industry dispute resulted in the key 
wage formula for World War II, the 
‘little steel” formula. 

Other big contracts also call for de- 
lays in wage showdowns. Contract of CIO 
Auto Workers with Ford outlaws wage 
strikes before January 2. 

A coal walkout is supposed to be de- 
layed until at least April 1 by terms of 
John L. Lewis’s contract. Coal operators 
tied to eliminate all loopholes for an 
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earlier strike when they wrote this agree- 
ment, but this may not stop Lewis if he 
decides that the Government is about to 
outlaw wage increases. 

In some other industries, however, con- 
tracts permit strikes in the next few 
months. If these walkouts get out of 
hand, as is possible, President Truman or 








Congress may be forced to take action. 
A White House call for a labor-manage- 
ment conference is a possibility. Out of 
this could come another wartime no- 
strike pledge by labor. Some members of 
Congress, however, probably will favor 
a tougher labor law that would prohibit 
strikes hampering armament production. 





ISSUES IN RAILROAD CRISIS 


New Demands Revive Talk of Labor Act Change 


The issues involved in the latest rail- 
road-labor crisis go beyond wages and 
hours. Once more the nation was con- 
fronted with a call for a country-wide rail 
strike as a climax to a dispute that could 
not be settled by the Railway Labor Act 
procedures. Again, the Government had 
to order seizure of the railroads. 

The background of the dispute it- 
self is as follows: 

Two unions, out of 21 in the industry, 
served demands on the roads about 17 
months ago. These unions, the Railway 
Conductors and the Railroad Trainmen, 
represent about 250,000 members among 
the 1.3 million railroad employes. 

The 40-hour week has been the 
major issue. The unions demanded that 
railroads reduce the scheduled work 
week from 48 hours to 40 hours without 
cutting the weekly pay. This would re- 
quire a raise of 31 cents an hour on the 
average. The hours issue affected only 
the 85,000 yard employes who handle 
trains in and around the railroad termi- 
nals and freight depots. Other mem- 
bers of the two unions, operating trains 
in road service, already are on a 40-hour 
week or less. 

Other proposals filed by the unions 
sought to increase the take-home pay of 
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CONDUCTORS’ HUGHES AND TRAINMEN‘S KENNEDY 


these other members in the road service. 
One idea was to pay them a full day’s 
wages for going 100 miles or working 5 
hours, instead of the basic 150-mile, 7%- 
hour day. Another proposal called for 
graduating the basic wage scales accord- 
ing to the size of the engines pulling the 
trains. 

A presidential board, appointed 
under the Railway Labor Act, recom- 
mended against these pay proposals for 
road-service employes. The board sug- 
gested that the 40-hour week be insti- 
tuted on October 1 for the yard-service 
employes and that hourly rates be in- 
creased by 18 cents. The raise fell 13 
cents short of the union’s demand, but 
the board suggested that any loss in 
weekly take-home pay might be offset by 
added opportunities for overtime work at 
time-and-a-half rates. 

The railroads agreed to accept the 
recommendations of the board, but the 
unions rejected them. 

An earlier award of another presi- 


dential emergency board complicated the 
dispute of the Conductors and Train- 


men. These two unions demanded that 
they get as much as the earlier board 


recommended for the million nonoper- 
ating emploves of the railroads. The non- 





Sixteen other unions did better 
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“HOW HOT IS THAT FIRE, DAD?" 


“I'd guess about 2000°F, Henry, almost ten times the boiling point of 
water. Yet, less than half the melting poimt of some of our Norton 
refractories that control high industrial temperatures.” 





“GRINDING is another very important 
operation —in everything from the pro- 
ducing of fire truck parts, such as this 
husky crankshaft, to the making of the 
delicate signaling apparatus that sum- 
mons the fire fighters. 


“THOSE SPARKS are shooting out through 
a slag hole block ina furnace that melts 
metal for such products as fire apparatus 
parts. That block is made of Norton 
Crystolon* refractory grain, that stands 
temperatures up to 4000°F. 


“YES, SON, Norton’s job of making better products to make other products 
better reaches into nearly every phase of the metal-working industry... 
and just about any other industry you can name.” 


*Trade-Mark Reg. U.S. Pat. Off. and Foreign Countries 
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operating groups, including shop crafts, 
track-repair crews, clerks and others. 
belong to 16 unions that had carried op 
a separate wage case through the Rail. 
way Labor Act machinery. 

The board for nonoperating employes 
issued its findings in December, 1948, It 
recommended an immediate pay raise of 
7 cents an hour. It also proposed that the 
work schedule be reduced to 40 hours in 
September, 1949, with a pay raise of 20 
per cent at that time to retain the same 
weekly wage. The unions and railroads 
accepted the recommendations. 

When the Conductors and Trainmen 
argued that this decision of the 1948 
board should be followed in their case 
the 1950 emergency board replied that 
two different types of jobs were involved, 
The 1950 board said that railroads could 
eliminate much of the week-end work 
for the nonoperating employes and thus 
effect savings, but that operating crews 
such as the yard-service employes must 
be kept on duty throughout the week. 
Trains cannot be halted over the week 
end. The board therefore recommended 
the 18-cent raise as a compromise figure. 

A larger raise later was agreed to by 
the railroads, prior to the order for a 
nation-wide strike. This proposal called 
for a total raise of 23 cents an hour for 
yard employes and 5 cents for road-sery- 
ice workers, with a quarterly adjustment 
of pay if living costs rise. The plan con- 
cluded a three-year moratorium on wage 
demands from the unions. The proposal 
was rejected by the unions. 

Union rivalries have helped to pro- 
long the dispute. Presidents W. P. Ken- 
nedy of the Trainmen and R. O. Hughes 
of the Conductors objected to settlements 
that gave their members Jess than was 
won by the 16 nonoperating unions. 

The Switchmen’s Union of North 
America, AFL, also is in on this competi- 
tion. The Switchmen’s Union earlier this 
vear called strikes against five railroads in 
an effort to get 48 hours’ pay for a 40- 
hour week. The companies had offered 
only the 18-cent raise recommended by 
the emergency board. The union soon 
called off all but one strike and this one 
was halted by a court injunction. It was 
obtained by the Government under a 
1916 law allowing seizure of the rail- 
roads in wartime. The Switchmen’s wage 
dispute was left hanging. 

The effect of recent rail disputes on 
Congress probably will not be tested im- 
mediately. Most members favor post- 
poning any attempt to rewrite the Rail- 
way Labor Act until next vear. Railroads 
support a proposal to outlaw all rail 
strikes and force both carriers and unions 
to abide by the decisions of the emer- 
gency boards. Unions are opposed to 
this bill and so far have managed to 
keep it bottled. up in committee. 
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We’ve Been Asked: 





Nearly 3 million persons, in the weeks 
just ahead, are to start drawing bigger 
monthly checks under the new Social 
Security Act, sent to the White House 
by Congress. At the same time, some 
750,000 others will become eligible for 
monthly checks. Then, within months, 
10 million other individuals and _ thou- 
sands of employers will start paying 
Social Security taxes. And millions of 
still other workers and their employers 
will start paying more Social Security 
taxes. 

Changes in the Government’s old-age 
and survivors’ insurance, thus, are to 
have an immediate effect on most per- 
sons. Yet the precise ways in which in- 
dividuals in particular situations will be 
affected remain questions in the minds 
of millions. In what follows you get 
answers to some of the questions that 
are being asked. 


When will newly covered workers be 
affected? 

On Jan. 1, 1951. On that date, 10 mil- 
lion individuals will start paying Social 
Security taxes through pay-roll deduc- 
tions, with employers matching the tax 
paid by their employes. Salesmen, sal- 
aried professional persons, self-employed 
businessmen, such as the neighborhood 
grocer, and many others will come un- 
der the old-age insurance plan for the 
first time. 


What should workers just entering 
the program do now? 

Apply for a Social Security account num- 

ber. 


How can workers get numbers? 

Application forms are available at post 
offices. Fill out a form and send it to 
the nearest Social Security field office. 


Must all covered workers 
apply? 

Yes, unless they now have numbers as a 
result of being covered in previous jobs. 


newly 


What if a Social Security card is lost? 
new one. Incidentally, 
youll need to apply for a new card 
if you have changed your name—by mar- 
tage, for example. 


What about self-employed persons? 
They must apply for cards in the same 
way, although it is not necessary to do 
% immediately. They will not be filing 
their first tax return under Social Security 
for more than a year. Specifically, it will 
, be due March 15, 1952, for the year 
1951. The self-employed individual will 
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WHAT SOCIAL-SECURITY CHANGES MEAN 


pay his Social Security tax—2% per cent 
on his first $3,600 of net earnings—only 
once a year. He will pay it when he files 
his final income tax return for the year. 


How can a self-employed person tell 
if he is covered? 

If he is not sure, he can write to his 

nearest Social Security office. Many self- 

employed persons are not affected. 


When must employers start paying 

taxes on newly covered workers? 
Next January 1, the employer must start 
deducting the 1% per cent tax from wages 
and salaries of newly covered employes. 
Then, at the end of each quarter, he will 
have to match that tax and send the total 
to the collector of internal revenue. 


How soon after a quarter must an 
employer file? 

Within a month. After a quarter, in other 

words, he will have until the end of the 

last day of the following month. 


What about farmers and housewives? 
Farmers who have laborers who are cov- 
ered and housewives with covered do- 
mestic workers also must deduct the tax 
from their employes’ wages starting Jan- 
uary 1. They will match the tax and send 
the total sums to the collector of internal 
revenue at the end of each quarter in the 
same way as any other employer. House- 
wives probably will use a special form, 
however. 


How can a housewife tell if her maid 
comes under the Act? 
She has to apply two tests. The cash-pay 
test is the same for all employes. They 
must get $50 in a quarter from the same 
employer. In addition, a maid, cook or 
other domestic must work at least 24 days 
in a quarter for the same employer. Two 
days a week, thus, is enough. If your 
maid works only one day a week for you, 
you can forget the Social Security tax. 


What about farm laborers? 

The farmer applies a somewhat similar 
test to see if his employes are covered. 
But the laborer must work, instead of 24 
days, 60 days or more in a quarter. And, 
of course, the worker must earn at least 
$50 in cash in the quarter. In addition, 
however, the farm laborer must previous- 
ly have worked “continuously” for the 
farmer for a full quarter to qualify. 


When does Social Security tax rise? 
The tax rate itself is not due to rise above 
the present 1% per cent on employer and 
employe until Jan. 1, 1954. But, starting 






Jan. 1, 1951, the present rate will be 
applied to earnings up to $3,600 a year, 
instead of the present $3,000. 


Who are the 750,000 persons who 
will become eligible for checks im- 
mediately? 

These are workers who already are aged 

65 or more—and their dependents—who 

have at least six quarters of covered 

employment but who get no checks now. 

They are unable to qualify under the old 

law because they have not been covered 

for at least half the time since 1936. The 
new law makes them eligible September 
1—although, in most cases, their checks 

will be for the new minimum of $20 a 

month. 


Will monthly checks come to these 
persons automatically? 

No. Like everybody else, they will have 

to apply. 


What if these persons still work? 
No one under the age of 75 can draw a 
pension check while he is earning more 
than $50 a month — raised from $14.99— 
in an insured, or covered, job. 


Then people in this group would do 

well to quit work and retire? 
Not necessarily. As explained, a worker 
aged 65 or more who has at least six 
quarters of coverage from the past can 
retire on a pension after August 31. But 
his pension will be based on his past ex- 
perience. This means that, if he has not 
been covered during most of the time 
since 1936, his pension will be relatively 
small. Therefore, wherever possible, the 
worker in this situation would do better 
to work another six quarters after the 
end of 1950. 


Why is that? 

Because, under the new law, workers 
who acquire at least six quarters of cov- 
erage after 1950 are given a “new start.” 
Their pension then will be figured on the 
basis of their earnings only in the covered 
period after 1950. A worker aged 65, 
thus, can work only six quarters after 
1950 and retire. If his earnings are $3,600 
a year in that period, he will get the new 
maximum pension of $80 a month. The 
same goes for self-employed persons. 


When do pensions rise for those al- 
ready retired? 

Beginning September 1. This means that, 

beginning early in October, persons now 

drawing old-age or survivors’ checks will 

start getting more each month. Average 

increase will be 77.5 per cent. 
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New Tunnel Burrows under East River 
Linking Brooklyn with Manhattan 


Opening of the 1.73-mile-long tunnel between 
Brooklyn and the Battery, at Manhattan’s lower 
tip, gives the public another link in the net- 
work of tunnels, bridges, and express high- 
ways to handle the swelling tide of car and 
truck traffic in the New York metropolitan 
area. The new vehicular tunnel, second longest 
in the world, is made up of two parallel tubes, 
each 31 feet in diameter, and with two traffic 
lanes. Builders and operators, the Triborough 


Bridge and Tunnel Authority, look for traffic to reach 16 


million vehicles a year. 


Basic engineering methods that built the Brooklyn-Battery 





Cast-lron 


Segments 





Section of one of the two tubes. 


Tunnel were similar to those used in other 
Manhattan tunnels, both vehicular and rail- 
way, with the lining, backbone of each of the 
twin tubes, formed by bolting together heavy 
iron segments. 

Bethlehem was a pioneer in developing 
efficient methods of casting and machining 
tunnel segments on a large-production basis. 
Our experience in supplying iron segments 
includes this new tunnel from Brooklyn to 


the Battery and the Lincoln and Holland Tunnels, and 


goes back to the earliest tunnel to enter New York, the 


famous Hudson and Manhattan Tube, which opened in 1908. 
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24th and N Streets, N.W. 
Washington, D. C. 


Civilians are due to get a lot of manufactured goods in months ahead. 

Factory orders still are running ahead of sales. Orders have been larger 
than sales through 1950. Order backlog is big in nearly all types of industry. 

Automobile output appears certain to top all records this year. Output 
already has passed the 5-million mark for cars and trucks and has been running 
at 180,000 units a week. Strikes are the major threat to continued production. 

Refrigerator output promises to reach 6 million units this year, against 
an earlier estimate of 5 million. Output in 1949 was about 4 million units. 

Electrical-goods sales by wholesalers reached a record 2.4 billion dollars 
in the first half of the year. That topped the 1948 mark by 6 million dollars. 

Paper production is at capacity and demand still is greater than supply. 

Cotton-goods factories are booked up for the remainder of the year. 

Canned fruits are again in a sellers' market, after a lag in sales. 

Volume of production now tops 1948 boom peaks. And it's all in response 
to civilian demand. War orders have yet to reach an appreciable amount. 


























Industrial production is at an over-all peacetime high. Federal Reserve 
Board index puts August output at 204 per cent of the 1935-39 level. Building 
activity also continues to boom, both in home and nonresidential construction. 
Tighter mortgage terms have not yet affected the construction industry. 


Retail trade shows some signs of leveling off after the spurt caused by the 





Korean war. July sales of retail stores hit a record clip at 150.7 billion 
dollars a year. August sales are expected to approximate the July rate. 

In months ahead, however, sales trend is likely to settle back to around 
7 to 10 per cent above last year, in contrast to recent 29 per cent gains. 

Sales volume for the remainder of the year is not to be affected by many 
cutbacks in supply because of war orders. War production will not begin to bite 
deeply into the supply of civilian goods until late 1950 at the earliest. 








Sales outlook for next year is for a high volume of business, even with 
prospective cutbacks in supply. Volume won't be as high as at present, however. 

Total retail sales for first half of 1950 probably will near 130 billion 
dollars. That's quite a comedown from now, but it is as high as 1948 volume. 

Hard-goods sales will decline most in the year ahead. Reason is that the 
supply of autos, refrigerators, etc., probably won't be as great as this year. 

Soft-goods sales may have their best year in history in 1951, although 
sales of these items also are likely to fall below the current volume. 

Next year, saleswise, probably will be the reverse of this year. Up to 
date in 1950, the trade boom has concentrated in durable items. Soft goods had 
lagged behind 1949. In 1951, soft-goods sales will rise as others decline. 











Sales declines in the year ahead probably will be sharpest in automobiles 
and building materials, with a smaller drop in furniture and appliances. Sales 
of jewelry stores probably are in for a rise. Jewelry is not to be scarce. 

Sales increases are probable for department stores and clothing stores. 
Grocers and druggists can count on continued high dollar volume in 1951. So can 
filling stations, although tires and accessories won't go back to panic buying. 

Sales outlook, over all, is determined by outlook for individual incomes. 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Income outlook points to a rise through the first half of 1951. With a rise in 
incomes and a smaller supply of durable goods, soft-goods sales will increase. 


Tax bill as reported by Senate Finance Committee probably outlines the 
form that tax legislation probably will take this year. 

Individual-income rate begins at 20 per cent instead of 16.6 per cent, rises 
to 91 per cent at $200,000. Top over-all rate goes from 77 to 87 per cent. 

Corporate-tax rate jumps from 38 to 45 per cent on income above $25,000. 
A 25 per cent rate applies to income below $25,000. 

Individuals will begin to pay the higher rates on October 1. Corporations 
pay the higher rate on one half of income earned during the current year. 

Excise taxes continue at present rates. Excises have been extended in the 
bill to television sets and to household freezer units. 

These are the major revenue-producing features of the new tax bill. 

















Other provisions of interest to taxpayers include these points: 

Faster depreciation is allowed on plant and equipment installed for war 
orders. Necessary facilities can be written off for tax purposes in 5 years. 

Charitable trusts and other tax-exempt organizations will be taxed on 
business income received from activities not related to normal activities. 

Lease-back deals, whereby tax-exempt organizations borrow money to buy real 
estate, and then lease the property back to the seller, also get taxed. 

Collapsible corporations--firms that are organized for one project and then 
dissolved--no longer can be used to convert income into a capital gain. 
Advantage of this device has been that gains are taxed at a lower rate. 

Life insurance companies are to pay higher taxes on earnings after 1949. 

The Senate bill closes a number of cther so-called loopholes that have 
given tax advantages to specific groups. Depletion allowances approved by the 
House for new groups of minerals have been eliminated from the Senate bill. 

















U.S. foreign trade continues to come closer to an export-import balance. 

Exports in June, latest available month, were 876 million dollars. 

Imports for the same month added up to a total of 686 million dollars. 

Gap between imports and exports was down to 190 million dollars. Outlays 
for tourist expenses, Shipping and other services could make up that difference. 

Prospect, in fact, is that the "dollar gap," a persistent postwar headache, 
may approach solution in the present war situation. U.S. is buying much more 
heavily from overseas sources of raw materials, is tending to sell less. Raw- 
material price rises also increase the dollar earnings of overseas suppliers. 


Import rise comes principally from Canada, Uruguay, Britain, India, New 
Zealand and Indonesia. Principal commodities involved were hides, rubber, ores, 
copper and copper products, lumber and a few other raw materials. 

Exports also rose a bit from May to June but were below June of 1949. The 
increase was mostly in cotton, steel, autos, sent to Europe and South America. 

It is probable that imports will rise to a rate above 8 billion dollars a 
year for the remainder of this year and continue to rise in 1951. That would be 
a record. U.S. war and civilian orders, plus stockpiling, promise strong demand 
for metals, chemicals, rubber, fibers and other basic commodities. 





Stockholders in U.S. corporations are getting a better break. 

Dividends publicly reported so far this year total 3.6 billion dollars. 
That is an increase of 7.5 per cent over the first seven months of 1949. 

Higher payments are being made by manufacturing companies, finance firms, 
trade companies. Railroads and mining companies have paid less than last year, 
but their earnings outlook is beginning to show marked imvrovement. 

Dividend outlook, however, is clouded by the prospect for tax boosts. [That 
holds for 1951. For the remainder of this year, dividends will be high. 
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News-Lines 


What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CAN probably conduct your 

business in the present war emer- 
gency with less trouble over wartime 
reports to the Government than you 
had during the last war. The Bureau of 


F the Budget has moved to forestall com- 


plaints of businessmen by starting an 
advance planning program to simplify 
and standardize reports and question- 
naires. The Advisory Council on Federal 
Reports, a group of businessmen, will 
co-operate with the Director of the 
Budget. 


* * * 


YOU CAN expect higher farm price 

supports in the next year than were 
looked for a few weeks back. The Sec- 
retary of Agriculture announces that 
grower prices for 1951-crop wheat will 
be supported at the highest permissible 
level-90 per cent of parity. That will 
work out at not less than the present sup- 
port price of $1.99 a bushel. Official 
view is that high supports are justified 
by the need for maximum production 
during the emergency. 


* * * 


YOU CAN expect the Government 

to continue for a time in the tin- 
smelting business. The President signs 
into law a bill extending for five years 
the authority of the Reconstruction Fi- 
nance Corporation to operate the smelter 
at Texas City, Tex., only facility of its 
kind in the U.S. 


* * * 


YOU CAN now waive your rights 

under the statute of limitations, in 
the case of a tax return, without worry- 
ing about shortening the time in which 
vou will be able to file claims for a re- 
fund. The President signs into law a 
bill amending the Internal Revenue 
Code to provide that, where a taxpayer 
signs a ‘vaiver, he still will have the 
regular statutory time for filing claims. 


YOU CAN, as a taxpayer-corpora- 

tion, deduct as a business expense 
the legal and investment-counsel fees 
you pay for plans to revise your capital 
structure, if you do not use the plans 
after you get them. The Tax Court, over- 
tuling the Commissioner, holds that 
costs attributable to proposals that» had 
to be abandoned are a business expense, 


while expenses of the recapitalization 
plan actually used are capital expendi- 
tures. 


* * * 


YOU CAN expect, within a year, a 

new commercial standard for size 
measurements of boys’ woven sport and 
dress shirts. The revised standard, based 
on the “height-weight” system of boys’ 
body measurement already endorsed by 
the industry, will take effect July 1, 1951. 


% 


YOU CANNOT expect the National 
Labor Relations Board to take action 
in your case if you operate within a sin- 
gle State as a taxicab company, a whole- 
sale beer distributor, a drug chain, or if 
you operate a “last-run” movie theater. 
The Board provides these additional spe- 
cific precedents in refusing to exercise 
jurisdiction in particular cases. 


% * * 


YOU CANNOT export any more 

items on the export control “posi- 
tive list” to Soviet Russia or any of the 
13 satellite countries without a validated 
license. Commerce Department’s Office 
of Industry and Commerce, in its first 
major change in destination controls 
since start of the Korean war, moves to 
prevent shipment or transshipment of 
strategic and critical materials to Com- 
munist areas. Regulation applies to all 
such shipments, regardless of their value. 


* * * 


YOU CANNOT, for the present, buy 

any more Government-owned § sur- 
plus materials. The General Services Ad- 
ministration freezes all such materials 
pending a study intended to reveal how 
much of these items is needed for na- 
tional defense. The order covers war 
plants and supplies, equipment and ma- 
terial, both civilian and military, regard- 
less of whether agencies had authority 
to sell the items. 


* * * 


YOU CANNOT treat as borrowed 

invested capital for excess-profits tax 
purposes any funds you borrow in order 
to buy Government bonds. The U. S. Tax 
Court agrees with the Commissioner that 
funds borrowed for that purpose by an 
automobile dealer were not for the nor- 
mal use of the business. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Worip 
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EPORT, on written request, will refer interested readers to sources of this basic material. 
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Most Fires are Night Fires 


Statistics show that most FIRES 
occur when help is away...a 
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The Management Staff, the 
Production Staff, the Engi- 
neering Department, and the 
officials responsible for sales, 
distribution, and transporta- 
their 
assistants naturally are cover- 
to-cover readers of U.S. 
News & World Report be- 
cause they must keep in- 
formed on national and 
international trends—which 
today, more than ever, is 
“must” news. 


tion—these men and 


Advertising in this magazine 
gains prestige and importance 
when appearing next to this 
important “must” news. 


U. S. News & World Report 


Advertising Department 
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MONEY TO COST MORE—OR SAME 


Tighter Credit Likely in Spite of Treasury 


Official dispute over credit 


policy is out in the open. 

Federal Reserve wants Treasury 
to raise short-term interest rates. 
Treasury refuses. 

So Federal Reserve decides to 
cut loose, go its own way. 

Aim is to let short-term secur- 
ity prices drop in the market, 
whether Treasury likes it or not. 

Likely result: A mild, not dras- 
tic, tightening of private credit. 


The Government is working against 
itself in dealing with the money side 
of inflation. Top money agencies are 
going off in opposite directions. 

U.S. Treasurv has served notice that 
it is sticking to its old policy of cheap 
money and credit. Federal Reserve Sys- 
tem, alarmed over the current upsurge 
in credit and deposits, has moved out 
on its own to put on the brakes. 

A direct clash between the two 
agencies, long threatening, has been sud- 
denly revealed. Here is what happened: 

Treasury Secretary John W. Snyder, 
disregarding the advice of the Federal 
Reserve System, announced that in Sep- 
tember and October he would refund 





—Plummer from Biack Star 


TREASURY'S SNYDER 
... the going rate 


50 





13.6 billion dollars’ worth of maturing 
Government bonds and one-year certifi- 
cates with 12-month Treasury notes 
bearing 14 per cent interest. That has 
been the going rate in recent months. 

The Federal Reserve Board and _ the 
System’s Open Market Committee, both 
headed by Thomas B. McCabe, wanted 
an increase in short-term rates, believing 
such an increase would help to put a 
damper on private credit. Federal Re- 
serve also wanted the Treasury, as part 
of the September and October refunding, 
to issue some new long-term bonds. 

Mr. Snyder's announcement came 
while the Reserve Board and Open 
Market Committee were in session, dis- 
cussing measures to halt credit inflation. 

Within an hour, Federal Reserve issued 
a statement of its own, saying pointedly 
that private credit expansion was “clearly 
excessive,” and that the System and its 
Open Market Committee were ready to 
use “all the means at their command” to 
hold back further expansion. 

As a first step, the statement said, the 
Federal Reserve Board had voted to 
raise the discount rate of the Federal Re- 
serve Bank of New York from 1% to 1% 
per cent. That increase, which took effect 
on August 21, meant that member banks 
would have to pay more interest on any 
money they borrow from the New York 
Federal Reserve Bank to finance new 


loans to customers. 


~Chase-Statler 


CHAIRMAN McCABE 
... the brakes 


Real meaning of the Federal Re- 
serve statement, while not set out in so 
many words, was clear: 

The Federal Reserve Svstem will strike 
out on a course of its own, will no longer 
be bound by Treasury wishes. 

Federal Reserve wants short-term rates 
increased and intends to get that increase. 
whether the Treasury likes it or not. 

As necessary to carry out this inde- 
pendent policy, the Open Market Com- 
mittee, which handles Federal Reserve's 
buying and selling in the market, will Jet 
market prices of federal short-term se- 
curities fall, thus increasing yields. 


However, Federal Reserve will stand | 


ready to buy up the 13.6-billion-dollar 


issues of Treasury notes in September | 


and October if private buyers do not. 


oj 





As for any new issues after that, Fed- | 

. ' 

eral Reserve makes no promise to support | 
the market at what officials call “artifi- | 


cially low” interest yields. 

Federal Reserve will continue to hold 
long-term bond prices down to levels 
just above par by selling off some of its 
own holdings of these bonds. 


All these measures will be fairly mild. | 


Federal Reserve wants merely to restrain 
credit, not choke it off. 


What will happen to credit andin- | 
terest rates under this cleavage in official | 


policy can be foreseen in broad outline. 
Federal Reserve is likely to extend its 
credit-control drive to the whole coun- 
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to graduate to Kreml Hair Tonic! 

Even on hottest summer days, Kreml 
keeps hair looking healthy and handsome 
—never greasy or plastered down. And 
Kreml alone has this special combination 
of rare ingredients to groom hair so that 
it looks thicker—like more than you've 
got. Kreml Hair Tonic always feels so 
CLEAN—SO COOL on your scalp. Also 
great to remove dandruff flakes and lubri- 
cate dry, sun-baked hair. 
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If your hair is thin- 
ning or receding at 
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gluing it down with 
greasy, sticky prod- 
ucts which emphasize 
your sparse locks 
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looking film on the scalp. Now definitely 
is the time of year, the time in your life, 
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selling them and using the proceeds to 
make private loans. 

Reserve officials believe, too, that, as 
short-terms become more attractive, long- 
term bonds will become relatively less 
attractive. In recent months, there has 
been a growing tendency among investors 
to shift from short-terms into long-terms, 
thus pushing up bond prices and reduc- 
ing their interest vield. 

In its open break with the Treasury, 
FRB has lined up on the side of Marrine1 
S. Eccles, Board member and former 
Chairman. Mr. Eccles, a long-time critic 
of Treasury policies, has often urged ac- 
tion to deal with credit inflation. 

FRB finds support for its action in a 
report filed last January by a Joint Eco- 
nomic Subcommittee headed by Senator 
Paul H. Douglas (Dem.), of Illinois. 
The Douglas subcommittee said that the 
Federal Reserve System, not the Treas- 
ury, should have primarv responsibility 
for credit policies. 

The Treasury, in the end, probably 
will have to go along, at least part wav. 
with FRB’s shift in policy. 

After the September and October re 
funding, unless credit expansion is no 
longer a problem, Mr. Snyder is not 
likely to offer another issue of short-term 
securities at rates lower than market 
levels. If he does, he may not get Federal 
Reserve support in the market. 

Without such support, the 1% per cent 
notes to be issued this autumn probably 
would have trouble. Since market prices 
of short-terms already have declined, in- 
vestors can get more than 1% by buying 
older issues. Fact is, however, that Fed- 
eral Reserve does not intend to let the 
September and October issues go beg- 
ging. The Open Market Committee ex- 
pects to buy them as necessary, but it may 
sell them later at lower prices. 

The Treasury, however, remains an 
important cog in the Government’s cred- 
it machinery. As the country’s biggest 
borrower, the Treasury still will have 
much to say about credit. And Federal 
Reserve cannot allow the bottom to fall 
out of short-term security prices. There 
is no intention of pulling the rug out 
from under Government securities. 

The Treasury still is in a position to 
decide whether to issue more long-term 
bonds. Mr. Snyder refused to offer such 
an issue at this time, but did agree to let 
savings banks, insurance companies and 
other institutional investors buy more 
Series F and G savings bonds. 

In the past, the limit on buying by such 
institutions has been $100,000 per vear. 
They will be permitted, under the new 
order, to buy an extra million dollars’ 
worth, spread over three buying periods 
in October, November and December. 

Idea is to test the market before de- 
ciding whether to offer a new issue of 


2% per cent marketable bonds. This de. 
cision will be made by the Treasury 
alone. Without such an issue to take off 
some of the market pressure, Federal Re. 
serve may have trouble holding bond 
prices down and yields up in the market. 
The Treasury does not agree that its 
cheap-money policy is anything to get 
alarmed about. One official, explaining 
the Treasury attitude, argued that jt 
would take a “real jolt”—in the form of 
a sharp increase in interest rates—to have 
any substantial effect on the market. He 
asserted that such an increase in rates 
would not be justified in this period of 
uncertainty about war costs. The Treas. 
ury must consider, among other things, 
the cost of carrying the public debt. 
Mr. Snyder, defending his debt policy, 
declared in a statement that the Treas- 
ury had a responsibility to its millions of 





~—Black Star 
BANKER TO CLIENT 
Credit: a mild squeeze if anything 


security holders, adding: “A stable and 
confident situation in the market for fed- 
eral securities is our first line of defense 
on the financial front.” 

The Treasury may have lost the first 
round of this conflict, but its influence 
has not yet been wiped out. 

Out of the confusion over anti 
inflation measures, only a mild squeeze 
on money and credit is to be expected. 
The argument revolves around only @ 
small increase in short-term rates. Inter- 
est may rise a bit on ordinary bank loans. 
Applications for loans may be screened 
a little more closely. Real estate and in- 
stallment loans probably will be tight- 
ened. But, for most purposes, business- 
men and individuals with good credit 
records probably will be able to get bank 
loans. Federal Reserve’s action does not 
mean any freeze on credit. 
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LONDON...-ROME....SYDNEY....TEL AVIV.... 








>> The British are running into a new snag just as they are heading into a 
serious war effort. Coal shortage is looming in Britain. 

Coal situation disturbs the British Government. British manufacturers have 
few war orders yet. Still, coal consumption in Britain is already equalling 
production. As the war effort gets going, more coal will be needed. 





>> To keep up stocks, Britain may have to import coal. This has been done 
only twice before: during the coal famine in the winter of 1947 and during the 
general strike of 1926. British Cabinet is discussing possibility of imports. 

Home consumption and exports are larger than mine output this year. 

Exports may have to be sacrificed. But this would be done reluctantly. 

The nationalized coal industry makes most of its profits from exports at 
high prices. Besides, export markets, once lost, are hard to regain. 

Home stocks already are a million tons smaller than last year at this time. 

Production drive is called for, probably will start in a couple of weeks. 

Last year, autumn spurt built up stocks. A mild winter followed. 

This year, there are 20,000 fewer miners than a year ago. And shrinkage of 
the mine labor force continues, despite pretty fair wages. There's thought to 
be little chance of building up stocks to a safe level this autumn. 

Another mild winter can't be counted on. 

All this adds up to concern about what's going to happen when more facto- 
ries start grinding out war goods. Other Western European countries presumably 
also will be stepping up war production. Present coal surplus on the Continent 
may fade. Of course, Britain could import coal from the U.S., as in 1947, but 
that would cost dollars. The British still shy off from spending dollars. 




















>> While British resources will be strained by a big rearmament program, Italy 
is eager to get into war production to take up Slack. 
In Italy, there would be no conflict between recovery and defense goals. 
Half of Italy's productive capacity and man power could be put to work on 
war needs, Italian officials claim. Most industries now are working well below 
capacity. Reservoir of unemployed is very large. 

Margin between present output and capacity is sizable in railroad equip- 
ment, shipbuilding, motor trucks, Diesel engines, tractors, textiles, chemicals. 
Idle capacity is there, but Italy would need to increase imports of raw 
materials, such as steel, copper, wool and coal, if factories added war goods to 

present output. Italian sources could supply bigger needs for aluminum. 
Italians, like the Germans, see European rearmament as at least a temporary 
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BUSINESS AROUND THE WORLD--(Continued) 


way out of many of their difficulties--especially unemployment. 


>> Australian development plans are to get a big assist from the World Bank, 

Loan of 100 million dollars, announced last week, probably will be the 
first of several to be made to Australia by the Bank. 

Five-year plan of the Australians calls for large capital investments in 
new productive facilities, housing and public utilities. Immigration into 
Australia will continue heavy. But capital is short in Australia. 

Agricultural production must be stepped up to meet rising home demand and 
the expansion in agricultural exports needed to pay for new investments. Most 
of the equipment required can be bought in Australia, Britain or other soft- 
currency markets. But dollars are necessary for crawler-type tractors and 
specialized farm equipment made in the U.S. 

Electrical-power demands are greater than capacity. Generating plants and 
hydroelectric equipment have high priority. Most of this equipment can be 
bought outside the U.S. But American earth movers are needed to build dams. 

Railway modernization calls for buying 900 locomotives and 16,000 freight 
cars in the next five years. Diesel locomotives will be bought in the U.S. 

Mining--both of coal and nonferrous metals--is another field of expansion. 
Coal-mining and washing machinery will be bought in the U.S. Also, some of the 

















mining, smelting and refining equipment needed for lead, copper, zinc mines. 
Steel capacity is well below requirements. Several types of steel mills, 
including a continuous strip mill, will be sought in the U.S. 
These specific American products will be bought with the Bank's loan. 





>> Prominent factor in Australia's present prosperity iS wool...e. 
Wool prices have moved up very sharply in the last year. A further big 





rise is expected in the wool auctions just starting in Sydney. 

Australian wool clip this season is larger than last, continuing the line 
of steady increases since 1945. Australia is far and away the biggest wool 
producer in the world. But increases there have not been big enough to offset 
declining production in some other countries, particularly the U.S. 





Result is, new wool supplies ever since the war have not kept even with 
expanding world demand. Huge stocks of wool, built up during the last war, have 
taken care of excess demand. Those stocks, at 10.5 million bales in 1945, are 
now reduced to below 500,000. Most of this remainder will be gone by Christmas. 

Bad squeeze is ahead for wool. Current production is far below consump- 





tion. Stocks are nearly gone. And military demand for wool is mounting rapidly. 
U.S., Britain and Australia may work out some sort of deal to pre-empt 

sizable quantities of wool for military uses. Wool for civilian uses will be 

Short. And you can definitely count on higher prices for woolen clothing. 





>> Israel, racked with growing pains, is running into money troubles..... 

Israeli pound, nominally worth $2.80, can be bought in New York for $1.50. 

Weakness reflects fears that Israel may have to devalue again. 

Foreign currency backing of the Israeli pound has been shrinking noticeably 
this year. This is caused by heavy payments for imported supplies needed for 
settling large numbers of immigrants. Imports far outweigh exports. 

The Israeli Government, worried, has rationed clothes and shoes and 
is scaling down capital development projects calling for imported materials. 
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INDICATORS OF BUSINESS ACTIVITY 


Prices of manufactured goods are 
rising steadily as raw-material costs 
push upward and wage rates threat- 
en to rise. 

Wholesale prices of industrial goods 
jumped to a record high of 155.3 on 
the Bureau of Labor Statistics index 
in the week ended August 27 for the 
largest weekly gain since 1947. 
Price increases in appliances, rugs, 
tools, sheets, blankets and other fin- 
ished goods accompanied gains in 
raw materials. 

Sensitive commodities rose to 315.8 
on the BLS index on August 23, 
highest since August, 1948. Lead, 
copper, rubber and burlap led raw- 
material gains. From the start of the 
Korean war to August 23, industrial 
raw materials in the index gained 22 
per cent. 


Business spending for inventory and 


for machinery and equipment ap- 
parently is keeping pace with the 
heavy spending of consumers in re- 
cent weeks. 


Wholesalers, in preliminary returns 


for July, show that sales for the 
month ran about 40 per cent above 
a year earlier and that gains ranged 
up to 70 per cent for the various 
lines. 


Carloadings of manufactured goods, 


totaling 396,706 in the week ended 
August 19, were larger than in the 
corresponding week of any year 
since 1944. 


Machine-tool orders in July soared 


to a rate double those of June and 
five times those of July, 1949, low 
point of the recession. 
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Railroad freight cars on order had 


risen to 64,235 on August 1, up 
24,113 in a month. 


Contract awards for construction of 


all types set a record total in July, 
5 per cent above June and 51 per 
cent above a vear ago. Business 
awards continued the improvement 
that began this spring. 


Consumer demand, though below 


Department-store 


the July rate, remains strong. 
sales rose to 
339.5 on the indicator in the week 
ended August 19 from 332.7 the 
previous week and were 14 per cent 
above the average of June, 6 per 
cent below July. 













































Hourly earnings of manufacturing 


workers moved up to a record of 
$1.46 in July. Since then, wage set- 
tlements by auto, farm-implement, 
office-machinery and meat-packing 
companies have evidently lifted the 
average still higher. 


Factory output, at a peacetime high 


of 211 on the indicator, has since 
been cut by a drop in the steel 
operating rate, which fell from 100.1 
per cent of capacity to 90.6 as rail 
workers walked out at key terminals. 


Bank credit, whose rapid expansion 


the Federal Reserve Board is now 
trving to curb, bulged again in the 
week ended August 16. As shown 
by the chart at the top of this page, 
loans have risen 1.3 billions at week- 
ly reporting banks since June 28, 
a record increase for this period of 
the year. In the week ended August 
16, business loans jumped 172 
millions, largest weekly gain since 


1948. 


Yields on U.S. Treasury certificates 


rose on the average from 1.23 to 
1.30 per cent from August 18 to 
22 as the FRB tightened interest 
rates on short-term credit. Higher 
vields on short-term Government 
securities, the FRB expects, will 
reduce the temptation of banks to 
expand loans to business and other 
borrowers. 


Inflation controls of greater strength, 


however, lie in power to apply di- 
rect controls on consumer credit and 
real estate loans. The continuing 
rise in prices apparently assures that 
these controls will be used quickly. 
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WANTED—A MOBILIZATION OF IDEA POWER 


BY DAVID LAWRENCE 


"goon WITH THE set backs on the military front, the 
United States has suffered defeat after defeat on 
the psychological front. 

This type of combat is called propaganda warfare 
but the word “propaganda” has a specious meaning. 
It connotes artificiality and distortion to gain a point. 

What the United States needs is a policy of debate, 
a program of reason and militant interrogation and 
reply. The objective should be not merely to discredit 
Soviet “propaganda” and untruth but to reason with 
the Russian people and debate with them the basic and 
fundamental precepts that have made Communism so 
powerful among millions of persons behind the Iron 
Curtain. 

It is an oversimplification to say that the Soviet 
masses believe in Communism solely because they hear 
no other side or because they are not permitted to 
think otherwise. Any intelligent human being in Russia 
or anywhere else knows there is another side to ideo- 
logical questions even though he may have in mind a 
ready rebuttal. The Soviet nation has in its various 
levels—business, professional and academic—intelli- 
gent citizens. The literacy of the people as a whole is 
far higher than most Americans are ready to believe. 

What the United States has failed to do is to come 
to grips with the facts and evolution of Communism 
as an ideology and not just its lies and misrepresenta- 
tions about democracy. 

Perhaps the most important step toward a better un- 
derstanding of Russian behavior is the Russian Trans- 
lation Project of the American Council of Learned So- 
cieties organized in 1944 with the aid of a subsidy from 
the Humanities Divison of the Rockefeller Foundation. 
The aim is the “translation into English of significant 
Russian works in the fields of the humanities and the 
social sciences which provide an insight into Russian 
life and thought.” 


Perusing last week one of these books—a 750- 
page volume by Andrei Vyshinsky, now Foreign 
Minister of the USSR, entitled ‘““‘The Law of the Soviet 
State” (published in 1948 by The Macmillan Com- 
pany)—this writer was impressed with the following 
statement in the introduction by Professor John N. 
Hazard of Columbia University. 

“Vyshinsky’s method may have important effects 
upon international relations. His book aims to make 
certain that a Soviet student who reasons his way 
through the ponderous passages of this and similar 
works does more than memorize the fact that the ac- 


cepted doctrine of the USSR is the preferred theory, 
From my own observation as a foreign student in a 
Soviet law school a decade ago, I believe that Vyshin- 
sky’s purpose was achieved with most of the stu- 
dents. If this is a correct observation, it explains the te- 
nacity of Soviet citizens in argument with people of the 
West. The arguments of the West do not come to So- 
viet citizens for the first time when they are presented 
by diplomats, newspapers, radios, or in informal con- 
versation between Soviet citizens and American stu- 
dents, government officials, businessmen, or tourists. 
The Soviet citizen has met these arguments before and 
is prepared with an immediate response. Consequent- 
ly, few of them seem to be quickly moved by argument 
alone.” 


Here plainly is an indication of the kind of 
counter-educational task that has to be organized. It is 
not one to be left to some division inside the Depart- 
ment of State to accomplish. It requires a separate 
commission or office which should not be subordinate 
to any major department. The head of the agency 
should report directly to the President and be on a 
level with other department heads so he can render dis- 
interested advice in the making of “public relations” 
policy and elicit the information needed to carry on a 
polemical debate when necessary. This agency’s work 
would not overlap any of the diplomatic or negotiating 
duties of the Department of State. In the last war the 
Office of War Information had just such a set-up. 
What is required now is an Office of Peace Information 
modeled along the same functional lines. 

Nor is this a work for men trained simply in diplo- 
matic matters or for persons who happen to know for- 
eign languages or the customs of other peoples. These 
technicians should, of course, be a part of the Office of 
Peace Information but basically the project must be 
guided by persons with imagination, with ideas, with 
a knowledge of how to debate the great issues being 
provoked by the Communist revolution. 

Would all this get through to the Soviet peoples? 
Yes, there is plenty of evidence that our radio does get 
through and evidence, too, that word-of-mouth trans- 
mission of ideas among travelers through the Iron Cur- 
tain is also succeeding. Ideas cannot be suppressed 
anywhere if they have the power of truth, the power of 
conviction and the faith which can make moral force 
in the world an instrument of national policy as effec- 
tive as, if not more so than, physical force. The two 
should go hand in hand. It’s time to get organized. 
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THE MOST BEAUTIFUL THING ON WHEELS 


DOLLAR FOR DOLLA 


you can’t beat a 
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Ask for it, and you can get an all-aluminum antenna on your 
house when your TV set is installed. Then moisture-drip from 
it will never dark-stain your house. The element (top part) is 
usually Alcoa Aluminum. If your installer doesn’t have masts 
of Alcoa Aluminum, he can get them from his local Alcoa 
distributor, who also has wire for grounds. ... Here, as in 
other household products like screening and windows, the 
famous corrosion resistance of Alcoa Aluminum is para- 
mount. In others, aluminum’s light weight or strength makes 
it preferred. Today, so many better buys for home, farm or 
industry are made of “the light metal that lasts’. ALUMINUM 
COMPANY OF AMERICA,1796] Gulf Building, Pittsburgh 19, Pa. 


® 
find it lighter, stronger, more lasting... a better buy. 


WHATEVER YOU'RE BUYING, for work or leisure, 
look first at the product made of Alcoa Aluminum. You’ll 
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